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FRIDAY, APRIL 4, 1952 


Untrep STATES SENATE, 
SUBCOMMITTEE ON MERCHANT MARINE AND 
Maritime Matters OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 457, 
Senate Office Building, Senator Warren G. Magnuson presiding. 

Also present: Halford Davis, professional staff member, and John 
Butz, executive secretary. 

Senator Macnuson. The committee will come to order. 

I would like, as chairman, to make a brief statement. 

We have called this hearing for three purposes: One, to discuss the 
question of discriminatory acts of foreign governments affecting our 
merchant marine; second, the question of safety of life and property 
at sea and to make inquiry into recent maritime disasters and receive 
evidence, if any, and recommendations for the improvement of our 
safety-at-sea standards. Then we have a maritime bill, S. 2450, re- 
quiring seamen to understand written and oral orders in English, 
which is a specific matter that caused some trouble in the full com- 
mittee when it was brought up, so that we want to have some testimony 
in the record on that. 

The chairman thought it best to discuss first the question of dis- 
crimination, and in discussing that I think we ought to point out and 
put in the record that in our last inquiry in 1950, in which we made an 
exhaustive study of all merchant-marine problems, this question of 
discrimination crept into a great deal of the testimony. 

I think it is well to read here as a preface what the committee had to 
say about this at that time. I quote from that final report on page 54, 
entitled, “Foreign Government Aid to National Shipping.” It says: 

It has been noted in previous sections that: foreign merchant marines without 
exception have cheaper operation costs than American. In spite of this natural 
competitive advantage, most maritime nations extend to ship operators under 
their flag financial aid through subsidies or tax advantage, and many extend other 


aid by means of preferential treatment for their own vessels or, put in another 
way, by discrimination against foreign-flag vessels. 


Which would be ours— 

The inequities in costs of operation brought about by financial or discrimina- 
tory aid is not taken into account in the calculation of cost differentials under 
our own subsidy program. Nor is there as yet statutory authority that it 
should be. : 

And I want to interpose there that if the testimony here today and 
in these hearings might bring out some of the things that I have 


1 
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heard, it might be well for this committee to recommend an amend- 
ment to the 1936 act that would take that into consideration. How- 
ever, the chairman wants it understood that we think a better way 
than to pass legislation which might be recriminatory in itself would 
be to have these nations cease these practices. 

We go on to say: 


As far as direct financial aid to foreign shipping is concerned, there is little 
that can be said here, as it is a matter for each country to work out in its own 
way. However, at such time as direct subsidies appear to be of such nature 
as to preclude American operation in that country or generally restrict freedom 
of the seas, the Secretary of Commerce and the Maritime Administrator could 
call upon their statutory authority to invoke countervailing subsidies in order 
to maintain service in that trade route. Thus far, this has never been done— 


we said in 1950— 


and it is the sincere hope of the members of the subcommittee that it will never 
be forced upon our Government to do so. 

Discrimination against nonnational shipping by foreign maritime nations 
presents problems which this subcommittee is particularly concerned with, how- 
ever. Perhaps the most obvious discriminations are in the nature of inequitots 
port charges for foreign ships, inequitous consular fees for cargoes not moving 
on national ships, traffic control over import and export of commercially gen- 
erated cargoes, preference for national ships in assignment of berths and an- 
chorages, currency allocations extended to cargoes moving in national ships 
only, and so forth. 

In some parts of the world, particularly in certain Latin-American ports, 
these discriminations have reached alarming proportions. And while in only 
a few cases does it appear that American shipping is the intended target, the 
American ship operator nevertheless takes the brunt of such discriminatory 
costs because of his heavy participation in the trade of that port. It has been 
brought to the attention of the subcommittee that in at least one important trade 
route the tonnage drop-off in recent years as a result of ultranationalistie ship- 
ping preferences is of such nature as to practically eliminate profitable opera- 
tion of the existing American ships from the trade. Discrimination which 
results in such a condition can no longer be ignored by the Congress. 

The remedies which are available for alleviation of inequitous treatment of 
American vessels in foreign ports— 


we believed at that time— 


are as follows: 

1. Treatics.—With some countries we have no commerce, navigation, and 
friendship treaties. With others, the existing treaties are not inclusive of 
shipping discrimination. Proposals for new treaties, and the strengthening of 
old treaties is under consideration by the Department of State. It is expected 
that such treaties will include remedies for shipping discrimination as it affects 
American vessels. 


Now I interpose here again, this was in 1950. Insofar as I know 
not a great deal has been done about it, and we would like to hear about 
that today. 


2. Negotiations through diplomatic channels.—This is the remedy most in 
use at the present time, and one which should continue to be exploited in the 
initial stages of negotiation. Consultation with the assistants of the shipping 
lines involved should continue to be a major part of these discussions. 

3. Section 26, Shipping Act, 1916, pursuant to which the Secretary of Com- 
merce shall investigate complaints of discrimination and refer them to the 
President. The President is authorized to refer the complaints to Congress if 
no relief through diplomatic channels is forthcoming. 


And I interpose again that that may have to be the remedy. 


Act of June 19, 1886 (sec. 17, U. S, ©. 142). The President may revoke 
the exemption from tonnage tax and light money granted to foreign vessels 
such privileges as are denied to our vessels in foreign ports. 
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5. Retaliatory consular fees.—While this is an undesirable remedy unless others 
fail, the State Department could, under present statutes, take steps to increase 


United States fees in order to equalize consular costs which are discriminatorily 
high for foreign ships. 


We go on to say: 


The above remedies are now available to the State Department and the 
Department of Commerce, Maritime Administration, for the amicable settlement 
of such discriminatory practices as are designed, or have the effect of crippling 
American-flag participation in the trade of any country. These remedies should 
be pursued with full vigor, using all the diplomatic machinery available. The 
members of the subcommittee are disappointed in results to date. 

The cooperation of the various American steamship companies involved is 
also an essential ingredient of successful negotiation. It is of utmost.importance 
that these companies recognize their responsibilities as commercial ambassadors 
and avoid pressing complaints which are of little consequence or which tend 
to complicate and embarrass our negotiations. 

A final remedy, and one which should be seriously considered by the next Con- 
gress is in the realm of clarifying legislation. Relief provided in the present 
statutes is limited in scope, and contains loopholes which are subject to extremely 
liberal interpretation. It is the intent of your subcommittee that serious con- 
sideration be given in the next Congress toward clarifying the scope of activity 
of the State and Commerce Departments in this very important aspect of mari- 
time affairs, in the event negotiations are not fruitful of more favorable treat- 
ment of American vessels. 

Now this is 1950 and apparently since 1950 these discriminatory 
practices have been at least to the same degree, or even to a greater 
degree than when we made that report. The hope of the subecommit- 
tee is that today we can hear testimony not only as regards these 
practices, but from the State Department and from the Maritime Ad- 
ministration, who are present here, on this matter. 

The witness sheet lists the Government departments and agencies 
first, but I am going to change that and call on the industry repre- 
sentatives to tell me something about these discriminations. Then 
I would like the State Department to be prepared to tell us what 
they are doing about them, if anything. 

So first on the list is Frazer B: ailey, president of the National Federa- 
tion of American Shipping. 


Proceed, Mr. Bailey. We are glad to hear from you. 


STATEMENT OF FRAZER A. BAILEY, PRESIDENT, NATIONAL 
FEDERATION OF AMERICAN SHIPPING, INC. 


Mr. Battery. My name is Frazer A. Bailey. I am president of the 
National Federation of American Shipping, Inc. Through its mem- 
ber associations, the federation represents a substantial majority of all 
dry-cargo merchant vessels under the American flag engaged in for- 
eign and domestic deep w ater shipping services, and of United States- 
flag tankers. 

We greatly appreciate the opportunity of appearing before your 
committee in connection with the inquiry into the subject of “flag dis- 
criminations.” We shall endeavor to make our remarks as brief as 
possible, consistent with giving you a basic picture of the difficulties 
which are being enc ountered by American shipping in certain foreign 
trades, strictly ‘within the framework of such discriminato ry practices. 

We seek the counsel and aid of the committee in trying to correct 
these unfair trade practices which are seriously impeding the opera- 
tion of American shipping in the foreign trades, and affecting the 
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growth and development of an American merchant marine of the size 
and character nen ided in the policy declaration of the Merchant 
Marine Act of 193¢ 


The flag diser baiuebiehe and unfair trade practices which we refer 
to may be briefly described as— 


action of any foreign government * * * when it shall appear that the laws, 
regulations, or practices of any foreign government operate in such a manner 
that vessels of the United States are not accorded equal privileges in foreign 
trade with vessels of such foreign countries or vessels of other foreign countries. 

We take our definition from the Shipping Act of 1916, section 26. 

Background: Such unfair trade practices which do not permit fair 
competition have been universally condemned as detrimental to the 
exchange of commerce between nations, and to the creation and mainte- 
nance of friendly international relations. Without exception these 
have been frowned upon by international bodies of reputable standing. 
Numerous resolutions have emanated from such international organ- 
izations as the United Nations, the International Chamber of Com- 
merce and others. 

There has been a desultory barrage of these unfair trade practices 
in a minor degree during the whole period of the development of 
overseas commerce. There has, however, been a sharp increase, and 
their effect has been much more serious, in the years which have 
followed World War II. We believe it is fair to say that the adoption 
of many of these unfair trade practices, laws, and regulations, is an 
aftermath of World War Il. They resuit from war damage, rehabili- 
tation, and economic dislocations caused by the war. And more im- 
portant still, from the fact that certain of the younger nations realized, 
with greater emphasis, the importance of a nation: al merchant marine 
to their stability and welfare, and in many instances to their national 
defense as sovereign nations. We find that these unfair trade practices 
have much greater emphasis in such younger nations although they are 
also present in many cases in W estern Europe, and in areas suffering 
economic dislocations resulting from World War II. Other than 
those of a fiscal character, there appears a more severe emphasis on 
such practices in certain countries of South America, which we shall 
presently deal with in greater detail. 

The American shipping industry is particularly fortunate in having 
available to it a committee of the Congress which has always shown 
sympathy to its problems. The question of flag discriminations was 
one of the subjects embraced in the investigation by this committee 
pursuant to Senate Resolution 50. On April 18, 1950, this witness 
had the privilege of appearing before your committee and of calling 
attention to flag discriminations and unfair trade practices which 
were then being indulged in by certain foreign countries in detriment 
to American ship ping in the foreign trade. 

In pursuance of this investigation, your committee submitted its 
report No. 2494 on August 30, “1950, to which I would like to refer 
very briefly. I have just a few brief quotations from what you read, 
Mr. Chairman. Your committee said: 

Discriminations against nonnational shipping by foreign maritime nations 
presents problems which this subcommittee is particularly concerned with. 
* * a * * * . 
In some ports of the world, particularly in certain Latin-American ports, these 
discriminations have reached alarming proportions, 
* * * * + ” + 
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Discriminations which result in such a condition can no longer be ignored by 
the Congress. 


Those are the quotations from the report of this committee. 

Your report set forth remedies which are available for the allevia- 
tion of such inequitable treatment, by referring to: (1) commercial 
treaties with such countries; (2) negotiation through diplomatic chan- 
nels; (3) section 26 of the Shipping Act. of 1916; (4) the act of June 
19, 1886, under which the President may revoke certain exemptions 
from tonnage taxes; and (5) retaliatory consular fees which your 
committee stated were undesirable unless other remedies failed. 

Senator Magnuson. I think there, Mr. Bailey, it should be pointed 
out clearly that we listed those in the order of what we thought was 
their importance in correcting this. We feel, of course, that the first 
two are the most desirable, and that the last three should only be 
resorted to if the first two should fail. 

Mr. Baitry. I think our statement, Mr. Chairman, will bear out 
that the industry shares that feeling of the committee. 

Senator Magnuson. Very well. 

Mr. Baier. Just another short quotation from the report of your 
committee : 

The above remedies are now available to the State Department and the Depart- 
ment of Commerce, Maritime Administration, for the amicable settlement of 
such discriminatory practices, * * * These remedies should be pursued with 
full vigor, using all diplomatic machinery available. ‘The members of the sub- 
committee are disappointed in results te date. e 
* BS a * * * ft 


It is the intent of your subcommittee that serious consideration be given in the 
next Congress toward clarifying the scope of activity of the State and Commerce 
Departments in this very important aspect of maritime affairs, in the event nego- 
tiations are not fruitful of more favorable treatment of American vessels. 

As will be hereinafter shown, many of these discriminatory prac- 
tices still continue, new ones have sprung up, and in some instances 
the devastating effect of these unfair trade practices upon the competi- 
tive position and successful operation of American shipping in cer- 
tain areas has become more pronounced. 

The type of these discriminatory practices, under which American 
shipping is denied equitable trading privileges vary in character in 
different countries, but there is a general pattern along the following 
lines: 

Manipulations or prohibitions in foreign eReOee: 

The control of overseas cargoes, either directly by the govern- 
ments themselves, or by policies of such governments, which require 
or influence the forwarding of such shipments on vessels of national 
flag. 

Preferential berthing facilities for ships of national flag. 

Reduced port charges and consular and documentation fees for 
national ships and for cargo moving over national ships. 

In this basic statement we shall not-endeavor to specify all such 
flag discriminations, but rather to call to the committee’s attention the 
nature, extent, and damaging effect of such upon American shipping 

the foreign trades, and to rely upon witnesses of the individual 
companies who will follow to give the more intimate details in their 
trading areas and in connection with their shipping operations. To 
this we shall add, with your permission, Mr. Chairman, detailed 
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exhibits for the record, so as not to impose upon the time and patience 
of the committee. 

In its efforts to bring about an alleviation of this situstion, this 
federation filed with the United States Maritime Commission in 
September 1949, and furnished copies thereof to the Department of 
State, petitions reciting the unfair trade practices complained of, 
thor oughly documenting the facts, and asking for relief under section 
26 of the Shipping Act of 1916, and any other applicable statutes with 
respect to Argentina, Brazil, and Ecuador. These petitions are quite 
complete and to some extent, voluminous. We ask permission to place 
in the record these petitions with respect to these three countries, as 
exhibits A, B, and C. 

Senator Magnuson. Without objection, it is so ordered. 

Mr. Battery. Many other flag discriminations have been indulged 
in by these and other countries, and they have been brought to the 
attention of the Maritime Administration and the Department of 
State through personal conferences and letter communications. How- 
ever, the discriminations covered by these exhibits, and such others as 
we shall specifically refer to, will furnish a fair over-all example. 
About 21% vears have elapsed since these petitions were filed with the 
Maritime Commission, and about 114 years since your committee, in 
its report on Senate Resolution 50, condemned these practices and said 
that the appropriate Government agencies should pursue such reme- 
dies as are available with full vigor. 

The Maritime Administration and Department of State have been 
most sympathetic concerning this inequitable treatment of American 
shipping and have, within “the limitations imposed by negotiation 
between sovereign governments, and the diplomatic channels | through 
which these must pass, endeavored to bring about their elimination, 
as well as other discriminatory practices which have developed in 
other countries. In some instances, these efforts have met with some 
success. In some trades, the difficulties have, to a substantial degree, 
been overcome. Inasmuch as these accomplishments have been ef- 
fected—even though they relate in most instances to offenses of a less 
damaging character—there appears justification for the belief that, 
in an atmosphere of fair play and cooperation, corrective measures 
can be effected. We are sorry to say that certain other countries have 
not demonstrated this attitude. Or, at least, they have been unwilling 
to remove these flag discriminations, the purpose of which has been 
officially admitted in the case of at least one such country in the fol- 
lowing language in a discussion relating to flag discriminations: 

Having in mind the disability suffered in the economy (of this country) during 
World War II, (it) has decided that (this country) must have an extensive and 
well-developed merchant marine, capable of handling at least 50 percent of all 
of (this country’s) imports and exports for three separate and distinct reasons: 

(a) The matter of security in case of emergency ; 

(b) The conservation of dollars—always an acute matter in these countries; 
and 

(c) The profit motive. 


We have used the term “this country” in the quotation in lieu of its 
actual name, believing such to be preferable under the diplomatic han- 
dling of such matters. We express, however, our own belief that 
whether stated in such precise language or otherwise, the foregoing 
represents the motive behind at least certain of these countries in 
connection with flag discriminations which they practice. We invite 
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attention to the fact that this is not a passing phase or an incidental 
happening. It is grounded in well-defined national policy, and may 
we also digress to point out that the American shipping industry has 
continually urged that our own merchant marine should be developed 
to a fleet of such a character and proportions capable of carrying one- 
half of our own foreign commerce. At the present time, we carry 
only about 34 percent. But we do not aspire to even this goal by 
engaging in discriminatory practices, or by taking undue advantage 
of the ships of the nations with which we engage in foreign trade. 

Senator Macnuson. Well, in other words, Mr. Bailey, we have at- 
tempted to adopt to some degree a 50-percent policy, which would be 
very adequate for us, and we have no objection to other countries 
adopting their 50-percent policy. If they would do that, the inter- 
national merchant marine, including our own, would all be in good 
shape and all could live well. But they add to that with other dis- 
criminatory practices to achieve that which we never intend to do or 
hope we never will have to do, 

Mr. Batter. Quite right, Mr. Chairman, we aspire to a position in 
the foreign trade in which the American-flag vessels will carry 50 
percent of the commerce of this country under fair competitive 
conditions. 

Senator Magnuson. But under the same conditions, the same treat- 
ment in other ports and other countries. 

Mr. Baier. That is right—the same conditions we are asking them 
to accord us. 

Senator Maenvuson. And the same conditions we give them. 

Mr. Battery. Quite correct. 

Senator Magnuson. Which is the more important. 

Mr. Battery. That is right. They say they want to carry 50 percent 
of their own cargo, but they are indulging in unfair trade practices 
and discriminatory practices in order to achieve this. We have not 
done that and we have not achieved ours. 

Senator Magnuson. I want to make it clear that so far as I am 
concerned, or the committee is concerned, or I think the majority 
opinion in the shipping industry is concerned, no cne has any objection 
to any country achieving under the same rules of the game that 50 
precent. It would be a healthy thing for all of us. 

Mr. Baitey. Quite right, if under proper terms of nondiscrimina- 
tory practices. 

Senator Magnuson. Under the same rules? 

Mr. Bamy. That is it. 1 think we say that in part. 

Senator Magnuson. The same ground rules, or water rules, what- 
ever you want to call it. 

Mr. Battery. Exactly. 

Senator Magnuson. Proceed. 

Mr. Bauer. The laws of the United States and the prevailing 
practices afford to the ships of all foreign nations equal treatment with 
our own ships when such foreign vessels come to our ports for peace- 
ful trading. Our contention, in its briefest form, is that we are 
entitled, at the hands of others, to equivalent treatment. 

I think that in effect is what you were just saying, Mr. Chairman, 

Senator Magnuson. I think that is a good statement of policy. 

Mr. Baitey. Now as to the particular discriminations presently 
prevailing, the following is an abstract statement, which will be en- 








S DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 


larged upon in the exhibits filed for the records, and by the testimon 
of succeeding witnesses. We will not endeavor to enumerate all val 
countries, or all such practices, but rather to give the committee a 
general over-all pattern. 

_ Inthe case of Argentina, some of the flag discriminatory practices 
indulged in which are the most damaging in character to American 
flag shipping are as follows: 

1. By state decree, all Argentine imports and exports for govern- 
mental “dependencies” are required to be carried in Argentine ships. 
This includes all governmental and quasi-governmental agencies. Due 
to the character of the state organization, a very large majority of the 
foreign trade of Argentina comes within this category. Nonnational 
ships are thus deprived of the opportunity of competing for a sub- 
stantial portion of the foreign trade of this country, which is auto- 
matically routed on state-owned ships when available. 

2. Residents of Argentina are required to secure United States 
dollars from the Argentine Central Bank to purchase goods in the 
United States, and to prepay southbound freight charges in dollars. 
The significant fact that such goods are, almost without exception, 
shipped in Argentine vessels, brings the inescapable conclusion that 
there is a tacit arrangement which permits the obtaining of such funds 
on a preferential, if not exclusive, basis for Argentine ships. This 
will be explained in more intimate detail by Mr. Brent, testifying for 
Mississippi Shipping Co. 

Senator MaGnuson. Just to interrupt there. About 6 months ago, 
or maybe a little longer, I sent a long detailed letter, I think, to the 
Maritime Administration, a copy to the State Department, on the 
Argentine matter, to which we received a reply. I do not seem 
to have it with me, but it will be in my office, and I want to put that in 
the record. 

Mr. Barney. Thank you, Mr. Chairman. 

Senator Magnuson. Proceed. 

Mr. Bary. 3. In Buenos Aires, all of the docks and wharves are 
government-owned, and the right of assignment for exclusive use of 
particular docks by American and other nonnational operators has 
been consistently denied, although granted to Argentine state line 
vessels. Being unable to obtain the use of any of the more modern 
wharves and docks, and having to move from wharf to wharf on suc- 
cessive voyages, a condition unfavorable to the receipt and delivery 
of cargo and disadvantageous to the shipper and consignee is created, 
which further emphasizes the competitive disadvantage to the non- 
national ships. 

1. Preferential and discriminatory advantages are given Argentine 
vessels in the matter of life and health dues, entrance dues, permanency 
and wharfage dues, and pilotage. Complete exemption to Argentine 
vessels is granted in the case of manifest charges, bills of lading fees, 
consular invoice fees, buoy dues, and stamp taxes, 

Other discriminatory practices and a more detailed explanation of 
those summarized above are contained in a factual statement here- 
with submitted for the record and marked “Exhibit D,” and in the 
petition heretofore filed with the Maritime Commission, exhibit A. 

Senator Magnuson. They will be put in the record. 

Mr. Bartry. In the case of Brazil, the following is a brief descrip- 
tion of some of the discriminatory practices which have damaging 
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effect upon American shipping in Brazilian ports and in competing for 
trade between Brazil and the United States. 

1. Under Decree Law No. 347 of March 23, 1938, ships of the Lloyd 
Brasileiro, a state-owned steamship operation, were exempted from a 
previous decree which said that all those who utilize the installations 
of Brazilian ports will receive nonpreferential treatment. There- 
after vessels of this line are given priority in berthing facilities, and 
may dock promptly to discharge and load cargo while ships of non- 
national flag are required to wait up to 40 days in the ports of Rio de 
Janeiro and Santos. During the period when these vessels are so 
anchored, as many as six to eight Brazilian vessels enter the port and 
dock ahead of the vessels awaiting berth. As of March 1952, it is 
reported in the press as not unusual for a ship to wait 30 days, or more, 
for docking facilities, and 27 such nonnational ships were anchored 
at Rio awaiting berth. 

Senator Macnuson. Is that due to the lack of berthing facilities 
or is it due to the fact that they are available and other ships come in ‘ 

Mr. Bamey. Mr. Chairman, other witnesses who follow me are more 
familiar with this. It is my understanding that there is congestion 
in the port, and it is primarily due to congestion, but the congestion 
does not affect the Brazilian ships, it only affects the nonnational ships 
who have to wait for berthing facilities. 

While this decree law has been suspended for short periods from 
time to time, it is presently in effect and American and other non- 
national vessels are suffering serious delays, great expense, and are 
rendered noncompetitive in cargo deliveries. 

2. Consular fees applicable to shipments to Brazil are payable by 
the shipper. On shipments forwarded by vessels of Lloyd Brasileiro. 
the charge is only one-half of the regular fees applicable to shipments 
on nonnational vessels. This charge, assessed against the shipper, 
places a nonnational vessel at a serious competitive disadvantage. 

The Brazilian consulate is also required to certify manifests and 
other shipping documents for cargoes destined to Brazilian ports. 
The fees for such charges are reduced by 50 percent for services to 
ships of Lloyd Brasileiro at European, North, and South American 
ports, 

3. Brazil requires foreign vessels to pay lighthouse dues not im- 
posed upon national vessels; and to pay considerably higher pilot 
charges. This discount amounts to 40 percent in the port of Santos 
and 30 percent in the port of Rio. 

4. Other privileges granted to state-owned ships, but denied to non- 
nationals, relate to dues and taxes on property and services; complete 
exemption from consular charges on manifests of vessels in ballast; 
governmental privileges for telegrams and postal charges; exemption 
from paying stamp tax on ships’ manifests, and on bills of lading for 
cargo shipped by the Government when transported on vessels of the 
Lloyd Brasileiro line. 

5. Brazil imposes a special stamp tax on the freight revenue declared 
on the ship’s manifest on all nonnational vessels departing from Bra- 
zilian ports which amounts to approximately one-half of 1 percent. 

Other discriminatory practices and a more detailed explanation 
of those summarized above are covered by a factual statement which 
has been submitted for the record, marked “Exhibit D.” to which is 
attached a schedule of sailings from United States east coast and Gulf 
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ports during December 1951, showing the number of days such vessels 
were in port in Rio and Santos. 

In the case of Ecuador, some of the flag discrimination practices 
which are the most damaging in character to American flag shipping 
are as follows: 

1. Legalization of consular invoices is charged at a fee of 7 percent 
of the f. o. b. value of the merchandise when transported on non- 
national ships but only one-half thereof when shipped on Ecuadorian 
vessels. 

Senator Macnuson. That would be 314 percent. That is a pretty 
substantial amount. 

Mr. Batey. It would be indeed, sir. Of course, it varies with the 
type of cargo, the value of the cargo, you ship. But there are cases 
of record, I understand, which can be verified by other witnesses, 
that there are times when this differential is greater than the total 
freight charges on the shipment if it is very valuable cargo. 

To accentuate this discrimination, a further decree was issued on 
November 23, 1946, extending this discount to vessels of a shipping 
company created jointly by the Governments of Venezuela, Colom- 
bia, and Ecuador and operating under the flags of all three coun- 
tries; but denying this privilege to any other nonnational vessel. 

A more complete statement of the discriminatory practices pre- 
vailing in Ecuadorian ports and trade are contained in a factual 
statement herewith submitted for the record and marked “Exhibit 
D,” and in the petition filed with the Maritime Commission, exhibit C. 

The seriousness of this situation is demonstrated by the attached 
factual statement with respect to the United States-Ecuadorian trade 
in the years 1947 to 1949, inclusive, and indicates United States flag 
vessels at that time provided 40 percent of the sailings and carried 
approximately 4414 percent of the cargo. Following the inaugura- 
tion of these unfair trade practices, the decline of United States flag 
participation is shown, until in December 1951, United States flag 
vessels provided 38.4 percent of the sailings but carried only 11.2 
percent of the cargo. 

American ships have maintained approximately the same number 
of sailings between United States Atlantic ports and Guayaquil, 
Ecuador, but the percent of cargo carried has been reduced by 75 
percent. During approximately the same period the principal bene- 
ficiary of these discriminatory practices has increased its services but 
slightly, yet has more than doubled its share of cargo carried. The 
same type of development has also taken place in traflic out of United 
States Gulf ports. 

In the case of Canada, there is one practice which, while relatively 
minor in a dollar-and-cents basis, is obviously discriminatory in char- 
acter. Under section 338 of the Canadian Shipping Act of 1934, 
pilotage dues are not payable unless a pilot is actually employed by 
any vessel registered in any part of His Majesty’s dominions operat- 
ing in the same service as certain American flag shipping lines on 
the Pacific coast. Vessels of other than British Dominion registry 
are, however, required to pay pilotage dues whether or not they utilize 
the services of such pilots. Such a distinction is obviously discrimi- 
natory in favor of the Dominion registry and against nonnational 
ships while operating in British Columbia waters. 
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Senator Macnvson. At that point I would like to put in the rec- 
ord, and report for the record, a telegram which I received this morn- 
ing addressed to me. It says: 


We respectfully request the Magnuson subcommittee which will hold hear- 
ings on April 2 in respect to discriminatory acts of foreign governments which 
affect the American merchant marine to consider the discrimination on the 
part of Canadian authorities against American flag vessels : 

1. For many years Coastwise Line has operated between Pacific coast ports 
of the United States and also between Pacific coast ports of the United States 
and the Pacific coast ports of the Dominion of Cunada. At the present time 
Coastwise Line maintains regular semimonthly service between certain Pacitic 
coast ports of the United States and Ocean Falls, British Columbia. Coastwise 
Line also calls on an irregular basis at other British Columbia ports where 
it liits lumber and at times general cargo destined for Pacific coast ports of the 
United States. 

The masters of Coastwise Lines vessels are men with years of experience 
in the trade and do not require pilots at any Pacilic coast ports served in the 
United States or the Dominion of Canada. American vessels operating between 
ports in the United States and ports in the Dominion of Canada have normally 
not used pilots in Canadian ports and have been compelled to pay for Canadian 
pilotage services only when such services were actually employed. 

8. On May 2, 1£49, certain amendments were made to the pilotage bylaws 
applicable in British Columbia, pursuant to section 339 of the Canada Shipping 
Act of 1934. The then existing bylaw No. 3 was canceled and the following 
substituted therefor: 

A. No vessel s iall be compelled to accept the services of a pilot within the 
said pilotage district, but the payment of pilotage dues shall be compulsory for 
all vessels over 250 tons net register, except in case of ships exempted trom such 
payment under the provisions of the Canada Shipping Act, 1934. 

13. Notwithstanding anything herein contained, no ship shall be exempted 
on any ground whatever from liability to pay pilotage dues if such vessel volun- 
tarily takes on board a pilot to pilot the vessel. 

4. On May 13 Capt. G. Claxton, superintendent of pilots, British Columbia 
Pilotage Authority, 325 Granville Street, Vancouver, notified the Anglo Canadian 
Shippin: Co., Ltd. (the latter being the agents of Coastwise Line in British 
Columbia) that under his interpretation of the May 2 amendment to the pilotage 
bylaws, the vessels of Coastwise Line would henceforth be required to pay 
pilotage dues even though they do not employ the services of a pilot at Ocean 
Falls, British Columbia. 

5. Should a pilot be required British Columbia pilots can provide adequate 
pilotave service for Victoria, Vancouver, and New Westminster areas, but are 
not able properly to serve vessels in the out ports or at Ocean Falls because 
they do not maintain a pilot station in that area. In order to obtain a pilot 
at O-ean Falls for north-bound service Coastwise would have to board the 
pilot either in the Victoria area or off Queen Charlotte Sound Islands. This 
would mean Coastwise would be required to pay the pilot traveling time from 
Victoria or Vancouver, subsistence, and the expense of chartering a boat to 
board the Coastwise vessel. The pilot would, of necessity live on the ship 
while she was at Ocean Falls, and then pilot her out. According to Captain 
Claxton’s interpretation, even thought Coastwise Line’s vessels do not use 
pilots, they would be required to pay not ‘only the recvular pilotage fee, but 
also the traveling time, subsistence, launch hire, and so forth, referred to above. 
Should a British Columbia pilot be required on sins calling south-bound from 
Alaska into Ocean Falls the expense would be prohibitive. 

6. Under section 338 of the Canada Shipping Act, 1934, pilotage dues are not 
payab’e by vessels “registered in any part of His Majesty's dominions” and 
operating in the same service as Coastwise Line unless the pilot is actually 
employed. .In other words, there is patent discrimination as between American- 
flag vessels and vessels “registered in any part of His Majesty's dominions,’ 
in that the American vessels are required to pay pilotage dues even though 
they do not employ a pilot, whereas vessels registered in any part of His 
Majesty's dominions do not pay for the services of a pilot unless employed. 


That is what you have pointed out. The telegram goes on showing 
this typical diser imination on the part of Canada in regard to one 
Coastwise service. I will put the whole thing in the record. 
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Mr. Battey. That, Mr. Chairman, is the case to which I refer here. 
Senator Magnuson, Yes. 
(The telegram referred to is as follows :) 


SAN Francisco, Cauir., April 1, 1952. 
Senator WARREN G. MAGNUSON, 
United States Senate, Washington, D. C.: 

We respectfully request the Magnuson subcommittee which will hold hearings 
on April 2 in respect to discriminatory acts of foreign governments which affect 
the American merchant marine to consider the discrimination on the part of 
Canadian authorities against American-flag vessels: 

1. For many years Coastwise Line has operated between Pacific coast ports 
of the United States and also between Pacific coast ports of the United States 
and Pacific coast ports of the Dominion of Canada. At the present time Coast- 
wise Line maintains regular semimonthly service between certain Pacific coast 
ports of the United States and Ocean Falls, British Columbia. Coastwise Line 
also calls on an irregular basis at other British Columbia ports where it lifts 
lumber and at times general cargo destined for Pacific coast ports of the United 
States. 

2. The masters of Coastwise Line vessels are men with years of experience in 
the trade and do not require pilots at any Pacific coast ports served in the 
United States or the Dominion of Canada. American vessels operating between 
ports in the United States and ports in the Dominion of Canada have normally 
not used pilots in Canadian ports and have been compelled to pay for Canadian 
pilotage services only when such services were actually employed. 

3. On May 2, 1949, certain amendments were made to the pilotage bylaws appli- 
eable in British Columbia, pursuant to section 339 of the Canada Shipping Act, 
1934. The then existing bylaw No. 3 was canceled and the following substituted 
therefor : 

A. No vessel shall be compelled to accept the services of a pilot within the 
said pilotage district, but the payment of pilotage dues shall be compulsory for 
all vessels over 250 tons net register, except in case of ships exempted from such 
payment under the provisions of the Canada Shipping Act, 1934. 

B. Notwithstanding anything herein contained, no ship shall be exempted 
on any ground whatever from liability to pay pilotage dues if such vessel 
voluntarily takes on board a pilot to pilot the vessel. 

4. On May 13 Capt. G. Claxton, superintendent of pilots, British Columbia 
Pilotage Authority, 325 Granville Street, Vancouver, notified the Anglo Canadian 
Shipping Co., Ltd. (the latter being the agents of Coastwise Line in British Co- 
lumbia), that under his interpretation of the May 2 amendment to the pilotage 
bylaws, the vessels of Coastwise Line would henceforth be required to pay pilot- 
age dues even though they do not employ the services of a pilot at Ocean Falls, 
British Columbia. 

5. Should a pilot be required British Columbia pilots can provide adequate 
pilotage service for Victoria, Vancouver, and New Westminister areas, but are 
not able properly to serve vessels in the out ports or at Ocean Falls because they 
do not maintain a pilot station in that area. In order to obtain a pilot at Ocean 
Falls for northbound service Coastwise would have to board the pilot either 
in the Victoria area or off Queen Charlotte Sound Islands. This would mean 
Coastwise would be required to pay the pilot traveling time from Victoria or 
Vancouver, subsistence, and the expense of chartering a boat to board the Coast- 
wise vessel. The pilot would of necessity live on the ship while she was at 
Ocean Falls, and then pilot her out. According to Captain Claxton’s interpre- 
tation, even though Coastwise Line’s vessels do not use pilots, they would be re- 
quired to pay not only the regular pilotage fee, but also the traveling time, sub- 
sistence, launch hire, ete., referred to above. Should a British Columbia pilot 
be required on ships calling southbound from Alaska into Ocean Falls the expense 
would be prohibitive. 

6. Under section 338 of the Canada Shipping Act, 1954, pilotage dues are not 
payable by vessels “registered in any part of His Majesty’s Dominions” and 
operating in the same service as Coastwise Line unless the pilot is actully 
employed. In other words, there is patent discrimination as between American- 
flag vessels and vessels “registered in any part of His Majesty’s Dominions,” in 
that the American vessels are required to pay pilotage dues even though they do 
not employ a pilot, whereas vessels registered in any part of His Majesty’s Domin 
ions do not pay for the services of a pilot unless employed. 
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7. British Columbia vessels, for example, of the Canadian Pacific Railroad call 
regularly at Seattle, Wash., from Vancouver and Victoria, B. C., and are neither 
required to hire an American pilot or pay pilotage dues. 

8. We have protested this discrimination since 1949 and resisted payment of 
this tribute, this payment for which no service is required nor rendered. We 
have only made payment when our vessels have been seized and held until pay- 
ment has been made by us. In his correspondence with Anglo-Canadian Ship 
ping Co., Ltd., Captain Claxton indicated that an appeal for exemption on the 
groun’s of policy could be directed to the Honorable the Minister of Transport 
as pilotage authority. Such exemption would presumably provide that Ameri- 
can-flag vessels would not be required to pay pilotage dues except for services 
employed. It is believed that the authority of the Minister to grant such exemp 
tions is contained in section 339 of the Canada Shipping Act, 1934. On the basis 
of the foregoing, we request your aid in obtaining equal treatment for American 
interests in Canada. 

COASTWISE LINE, 
I. H. PARKINSON, 
E.vrecutive Vice President 

Mr. Battery. I would like to bring in another case at this point, if I 
may. 

Since beginning the preparation of this statement, there has been 
called to our attention an additional discriminatory practice. The 
Philippine Government imposes a 17-percent tax on the conversion of 
pesos into United States dollars. This tax is imposed on all revenues 
accruing to American shipping companies in the Philippines when 
such are converted into United States dollars for remittance to the 
United States. While the act authorizing the imposition of this tax 
is applicable to all such foreign-exchange conversions, we are informed 
by the American lines in the trade that it is not being enforced against 
Philippine-flag operators. Therefore, this constitutes an unfair trade 
practice and a flag discrimination against competing American lines. 

Difficulties have been experienced in many European countries. The 
most Import: ant and damaging of these have resulted from currency 
restrictions, regulations, or controls, the effect of which are to make 
it advantageous to ship upon vessels of national flag. While these 
have been explained by these countries as a necessity for financial 
stability, there is strong reason to believe that there are motives of 
nationalism, support of their own merchant marine, and a_ profit 
motive involved. 

Just to relate one method of procedure : Certain foreign govern 
ments require the purchase of overseas shipments f. 0. b. at foreign 
port of shipment, and the payment of ocean-freight charges in the 
currency of the recipient country; further, their currency regulations 
will not permit dollar exchange for the forei ‘ign currencies so collected. 
These funds may then be used only for the liquidation of expenses 
incurred by the vessel or its owning company within the country of 
such currency. Roughly speaking, the expenses incurred by an Amer 
ican ship in such recipient country covering stevedoring, port charges, 
port staff, and so forth, amount to about 20 percent of the ocean- 
freight charges collectible. Hence the American company finds itself 
with about 80 percent of the collected funds “frozen” in the currency 
of the recipient country and useless to it. On the other hand, the 
national flag line whose expenses are payable in inverse ratio—so to 
20—in the currency of the recipient country, can use such restricted 
currency to full advant age. It is alleged that such currence vy controls 
are necessary for the financial st: ability of the recipient country, but 
as we have stated, there is strong evidence that other motives are 


HRB57 4 2 








14 DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 


present which operate against the competing American and other for- 
eign ships. Other witnesses of American shipping companies wiil also 
testify as to these circumstances. 

Senator Magnuson. Supposing that the currencies were all stable 
throughout the world, that would not be discrimination then, because 
we probably do the same thing, do we not, in our ports? 

Mr. Battery. No; they can get free exchange of dollars, as I under- 
stand it. 

Senator Macnuson. That is because the situation is the dollars are 
desirable to these people, whereas if all currencies were stable we 
might do the same thing in our ports. 

Mr. Bartey. If there was a free interchangeability of currencies, 
then, of course, we would not have the problem at all. 

Senator Magnuson. We would not have the problem. 

Mr. Baiutxy. Yes; as we have said here, there is strong reason to 
believe that the manipulation is so maneuvered here as to give the 
advantage to the national ships for several motives, 

We are certain that the Department of State and the Maritime 
Administration have been confronted with the unsound argument that 
such foreign countries are justified in discriminatory practices be- 
cause of the 50-50 provision of the ECA and similar acts. Such sug- 
gestions have also been offered to the American shipping industry and 
have, we believe, been successfully refuted. The real motive of these 
discriminating countries is not based upon any of the existing laws 
or regulations of the United States, but upon the upbuilding of their 
own merchant marine for security, for foreign-exchange earnings, 
and for the profit motive. At least one foreign country has been 
sufficiently forthright to so state the case. 

It is probably unecessary to say to this committee (which so thor- 
oughly understands the whole ECA law) that there cannot possibly 
be offered in justification of any of their discriminatory or unfair trade 
practices, the requirement of American law that there be shipped in 
American vessels of one-half of American grants-in-aid cargo, for 
which no financial return is expected, and representing the generous 
act of the American people. When any other country engages in such 
an act of generosity, we cannot imagine any similar protest. As we 
have said, we are convinced that these foreign countries do not them- 
selves believe the allegations they assert. However, it provides a 
convenient excuse and counter-argument. 

We deeply appreciate the interest of the committee in these prob- 
lems which have a direct bearing upon the competitive position of 
American shipping in the foreign trades, and therefore upon the 
development of our merchant marine. As we have said, we seek the 
counsel and assistance of the committee, in an effort to bring about 
an alleviation. We beleive that all friendly nations should extend to 
American ships visiting their ports and seeking to engage in their 
foreign commerce the same fair treatment and competitive opportu- 
nities as are afforded by our laws and our practices to such foreign 
ships as visit American ports and engage in our commerce. We would 
hesitate to suggest any retaliatory or counter measures. We would 
hope that through a friendly relationship, these countries might be 
prevailed upon to remove discriminatory practices against our mer- 
chant shipping. However, as the committee knows, these have been 
in effect for some years; they are very damaging in effect and have 
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only been overcome in some instances. Obviously, these conditions 
cannot continue indefinitely. Your committee has said they can no 
longer be ignored. 

Thank you. 

Senator Macnuson. Thank you, Mr. Bailey. 

(The exhibits A through D submitted by Mr. Bailey are as follows :) 


Exurpit A 


NATIONAL FEDERATION OF AMERICAN SHIPPING, INc., 


Washington, D. C., September 12, 1949. 
UNITED STATES MARITIME COMMISSION, 


Washington, D. C. 

GENTLEMEN: In re section 26, Shipping Act, 1916 (U. S. C., title 46, sec. 825) 
with respect to Argentina. 

SEcTION 26: “The board (Commission) shall have power, and it shall be its 
duty whenever complaint shall be made to it, to investigate the action of any 
foreign government with respect to the privileges afforded and burdens imposed 
upon vessels of the United States engaged in foreign trade whenever it shall 
appear that the laws, regulations, or practices of any foreign government «-perate 
in such a manner that vessels of the United States are not accorded equal priv- 
ileges in foreign trade with vessels of such foreign countries or vessels of other 
foreign countries, either in trade to or from the ports cf such foreign country 
er in respect of the passage or transportation through such foreign country of 
passengers or goods intended for shipment cr transportation in such vessels of 
the United States, either to or from ports of such foreign country or to or from 
ports of other foreign ccuntries. It shall be the duty of the board (Commission) 
to report the results of its investigation to the President with is recommenda- 
tions and the President is hereby authorized and empowered to secure by dip- 
plomatic action equal privileges for vessels of the United States engaged in such 
foreign trade. And if by such diplematic action the President shall be unable 
to secure such equal privileges, then the President shall advise Congress as to 
the facts and his conclusions by a special message, if deemed important in the 
public interest, in order that proper action may be taken thereon.” 


PARTICULARS OF COMPLAINT 


It is alleged hereby, substantiated by statements of facts, and acts of adminis- 
tration and governmental control in particular details hereinafter set forth, that 
the Government of Argentina directly and indirectly through certain of its 
laws and decrees, and by executive and administrative practices and by the 
exercise of governmental control over commerce, trade, and monetary exchange, 
has discriminated against vessels of the United States, has granted special and 
proferential privileges to vessels of its own registry, ownership, and control, has 
imposed upon vessels of the United States burdens of internaticnal commerce, 
and has not accorded equal privileges in the foreign trade of Argentina with 
vessels of its own registry, ownership, and control to and from the jorts of 
Argentina; all of which is detrimental to the vessels of the United Stares and 
the commerce of the United States, and within the purview of the provisions of 
section 26 cited herein above. 


PETITION TO THE UNITED STATES MARITIME COM MISSION 


Upon the basis of these allegations, and the specifications herein set forth, it 
is respectfully requested that the United States Maritime Comm ’ssion investi- 
rate the action of the Government of Argentina and its agents and instrumental- 
ities and report the results of its investigations to the President with recom- 
mendations that prompt action be taken through diplomatic channels to secure 
equal privileges for vessels of the United States engaged in such foreign trade 
with the ports of the country of Argentina; and if the President be unable to 
secure such equal privileges, for vessels of the United States, advice thereof 
be given by the President to the Congress of the United States as provided in 
said section 26, Shipping Act, 1916. 

The National Federaticn of American Shipping, Inc. on behalf of its members 
the following statement in support of this petition. 
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STATEMENT OF FACTS 


A treaty of amity, commerce, and navigatian between the United States of 
America and the Argentine Republic was signed July 27, 1853, proclaimed April 
9, 1855, and among the treaty provisions thereof are the following pertinent 
articles : 

Most-favored-nation clause 

“Art. III. The two high contracting parties agree that any favor, exemption, 
privilege, or immunity whatever, in matters of commerce or navigation, which 
either of them has actually granted, or may hereafter grant, to the citizens or 
subjects of any other government, nation, or state, shall extend, in identity of 
cases and circumstances, to the citizens of the other contracting party, gratu- 
itously, if the concession in favor of that other government, nation, or state, 
shall have been gratuitous; or, in return for an equivalent compensation, if the 
concession shall have been conditional.” 


Navigation dues to be equal 


“Arr. V. No other or higher duties or charges, on account of tonnage, light, or 
harbor dues, pilotage, salvage in case of damage or shipwreck, or any other local 
charges, shall be imposed in the ports of the two contracting parties on the 
vessels of the other, than those payable in the same ports on its own vessels.” 
Mutual privileges to vessels 

“Art. VI. The same duties shall be paid, and the same draw-backs and boun- 
ties allowed, upon the importation or exportation of any article into or from 
the territories of the United States, or into or from the territories of the Argen 
tine Confederation, whether such importation or exportation be made in vessels 
of the United States or in vessels of the Argentine Confederation.” 

Vessels of Argentine registry, Ownership, and control, whether Government 
owned and operated or privately owned and operated, are accorded in the ports 
of the United States by the United States Government, its agents, and instru 
mentalities and by the State and municipal governments of the United States 
equal privileges in every respect with vessels of the United States. 

Vessels of the United States are not accorded equal privileges in foreign trade 
with vessels of Argentina, its agents, and instrumentalities, nor with vessels of 
other foreign countries, in trade to and from Argentina, and such equal privileges 
are not accorded the commerce in the foreign trade transported in vessels of 
the United States to and from the ports of Argentina. 

It is understood that the Government of Argentina has executed trade and com- 
merce treaties with various countries of the world providing for transportation 
of commodities preferably in ships of their respective registeries in equal propor 
tion. It is reported that such agreements have been entered into with the Union 
of South Africa, Spain, Chile, Switzerland, Italy, France, and Czechoslovakia 
but with respect to the latter country it is provided that preference shall be given 
to Argentinean flag or Argentinean controlled vessels. No such agreement has 
been entered into with the United States, and to the contrary, it is understood 
that the United States Government has filed objections with the Argentinean 
Government to the execution of such preferential agreements between Argentina 
and various other countries. 


ARGENTINA CONTROLS ROUTING OF CARGOES 


Through various governmental decrees, laws, and practices the Argentine 
Government exercises control over cargoes under the control of the Government, 
its agents, and instrumentalities, and also through the administration of various 
monetary exchange procedures exercises direct and indirect control of privately 
owned commercial cargoes exported from and imported to Argentina. It has 
granted to yessels of Argentine registry and vessels of other registry in the 
employ of Argentine nationals certain preferential fees, dues, and other charges 
as well as preferential use of terminal facilities in certain ports of Argentina, 
all of which will be set forth with greater particularity hereinafter. Such pref 
erential and special privileges are discriminatory against and impose burdens 
upon vessels of the United States and the commerce of the United States operat 
ing to and from the ports of Argentina. Such actions by the Argentine Govern 
ment are alleged to be in violation of section 26, Shipping Act, 1916, and in viola 
tion of the treaty of amity, commerce, and navigation between the United States 
of America and the Argentine Republic proclaimed April 9, 1855. 
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THE ARGENTINE FLEET 


The Argentine fleet is composed of Government-owned and privately owned 
merchant vessels. The primary Government-owned merchant fleet is under the 
Flota Mercante del Estado organized by Government decree dated October 16, 
1941, 

The nucleus of its cargo vessels were those of foreign registry which had 
taken shelter in the ports of Argentina in the early dags of World War II; 16 
vessels were purchased under an arrangement with the Italian Government. In 
1941, four Danish vessels and three German vessels were acquired for the Argen- 
tine State Merchant Fleet. In 1942 three French vessels, interned in Argen- 
tina, were acquired for the state fleet. Under the procurement agreements of 
the original wartime fleet, eight of the Italian vessels were resold to the Italians, 
but one of them was sunk. Of the four Danish vessels acquired one was returned 
and three retained by the Argentine Government. ‘The three German vessels were 
retained, the three French vessels vrere returned to the French. 

As of April 1949 the Argentine merchant marine of vessels of over 1,000 gross 
tons is reported to consist of 111 vessels of 608,000 gross tons, 76 vessels of 
413,000 gross tons are state-owned, and these 21 are tankers, 35 vessels of 
195,000 gross tons are privately owned, and of these 13 are tankers. Of the 
state-owned fleet 27 vessels of 163,000 gross tons (including 3 tankers of 19,816 
gross tons) were taken over by the Argentine Government on May 138 from the 
Dodero Bros.’ interests. The Government had already acquired shares of stock 
in the Dodero Line to a very large extent, and the recent transaction completes 
the acquisition of ownership. 

The Argentine Government through Flota Mercante has acquired vessels from 
other maritime countries and has also placed new-ship-construction contracts in 
various shipbuilding countries. It is reported that Argentina has under con- 
struction in Italy three large passenger liners and it is said to be quite probable 
that such liners will be entered in the Buenos Aires-New York passenger-cargo 
trade, 2 of the vessels have already been launched. The three vessels are Deisel- 
powered, 19 knots with passenger capacity for 450. 

It should be noted that there are directly employed in the trade between the 
Argentine and the United States North Atlantic and Gulf ports 21 vessels, of 
which 16 are regularly employed in trade to the Atlantic coast ports of the 
United States, 7 of which also call at Gulf ports, 5 vessels are regularly engaged 
in calls at Gulf ports of the United States. Only occasional calls have been 
made by the Argentine-flag vessels between Argentine ports and Pacific coast 
ports. These vessels in the United States trade routes are modern types and 
highly competitive. 


CONSULAR FEES AND PORT CHARGES 


All goods and merchandise exported from the United States to the Argentine, 
with a few minor exceptions, must be accompanied by a consular invoice and 
certificate of origin. By decree No. 20,822, July 12, 1948, the collection of consular 
dues was made a responsibility of the consulates at the ports or places where 
the services are rendered. It is provided that the Taxation Board of Argentina 
will give necessary instructions to the consulates, through the Ministry of 
Foreign Affairs, and full control of consular revenues and expenditures is in the 
hands of the Taxation Board, a dependency of the Ministry of Finance. The 
Taxation Board has jurisdiction over all matters arising out of consular tariffs. 

Of particular interest is also a bill-of-lading charge imposed and collected by 
the Argentine consulates, 

At ports in the Argentine there are numerous dues, fees, and charges which are 
assessed upon vessels entering and clearing such ports. Special preferential 
charges are made with respect to Argentine vessels as more particularly set 
forth herein. 


ARGENTINE VESSELS-——-SPECIAL PRIVILEGES 


Under Argentine law No. 12.951, annex 5, article 8, consular fees on shipments 
moving via Argentine-flag vessels including manifest charges, bills-of-lading fees 
and consular invoice fees are waived. Under Argentine decree No. 1064 of De- 
cember 17, 1942, issued by the Ministry of Agriculture the charges for certifiea- 
tion of crew lists, bills of health, manifests, ballast certificates, and other 
documents are waived for Argentine-flag vessels, 
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According to reports from official sources in the Argentine the following 
eecmeenen fees and charges are extended as special privileges to Argentine 
vessels : 

“Light and health dues.—Articles 3 and 4 of laws Nos. 11,247 and 11,244 
provide that Argentine vessels only pay one-fifth of the tariff paid by foreign 
vessels. 

When the vessels proceed from an Argentine port or from port of bordering 
countries, they will not,pay these dues. 

“Buoy dues.—Are not paid by Argentine vessels because according to article 
13 of law No. 10,606, Argentine vessels in the coasting trade do not pay buoy dues 
and any other vessel journeying between one Argentine port and another is 
accepted as a coaster while undergoing that particular voyage. 

“Entrance dues.—Argentine vessels do not pay entrance dues while they con- 
tinue navigating between Argentine ports. If proceeding from abroad, they pay 
one-fifth of the tariff for foreign vessels, as per article 2 of law No. 11,251 and 
when their tonnage exceeds 150 n. r, t. 

“Permanency and wharfage dues.—Argentine vessels only pay one-fifth of the 
tariff as per article 2 of law No. 11,251. 

“Stamp tar.—Only the vessels owned by the government merchant fleet (Flota 
Mercante del Estado) are authorized to use unstamped paper in all their pro- 
ceedings with the customhouse and other government offices. For this purpose, 
the government merchant fleet is placed in the same category as the state rail- 
ways, national oil departments, etc. 

“Vessels on fixed itinerary running between Argentine ports up to Pernambuco 
in Brazil and Concepcion in Chile are considered coastwise vessels and pay the 
corresponding stamped manifest as prescribed in article 69 of decree No. 9432. 

“Pilotaye.—The pilotage tariff was increased in August 1941 by 30 percent 
for foreign vessels but only 15 percent for Argentine vessels. The latter only, 
enjoy a rebate of 10 percent on the total pilotage bill.” 


TAXES 


Under the Argentine income tax law No. 14338/46 companies not constituted 
in Argentina engaging in the business of transport between the Argentine Re- 
public and foreign countries are presumed to obtain net benefits of Argentine 
source equal to 10 percent of their gross receipts for freights and passages in 
respect to these transactions. The general taxation board, pursuant to provi- 
sicn of the law, has postponed the collection of the tax pending the negotiation 
of an international agreement with the United States regarding taxation. The 
law provides that when international agreements have been initiated te obtain 
exemption from the payment of the tax, the executive power at the request of 
those concerned, on receipt of a suitable guaranty, may authorize the income 
tax authorities to suspend collection of the tax of 10 percent on freight on cargo 
and passengers’ fares until such time as these agreements have been definitely 
concluded. As a condition of the suspension of the collection of the tax under 
this law the parties concerned must deposit retentions corresponding to 1948 on 
income of Argentine sources as determined under the provisions of the law. It 
is possible, therefore, that collections of the full amount of the tax may be made 
retroactive to January 1, 1946. 

The United States Government and the Government of Argentina have been 
in the process of negotiating reciprocal tax agreements and pending these ne- 
gotiations the tax has been suspended. However, the effect of any termination 
of the negotiations without agreements is clearly apparent. It is, therefore, 
necessary that the reciprocal tax agreements be concluded satisfactorily and that 
provisions be contained therein that the deposits of retentions be released. It is 
our understanding that representatives of the Department of State and of the 
Commissioner of Internal Revenue are actively engaged in these negofiations. 

By law No. 11,283 it is provided that first- and second-class passages issued 
to foreign countries are subject to a tax of 10 percent whether the vessels be em- 
ployed in the river or coasting traffic with neighboring countries, or with coun- 
tries overseas. It is understood that this tax is not applicable to passenger 
tickets sold on airlines and to this extent there is, with respect to passenger 
transportation, a discrimination between the passenger vessels and the air 
carriers. 

Among the burdens imposed upon shipping in the ports of Argentina is a re- 
quired contribution to the maritime pension fund pursuant to law No. 12.612 of 
October 19, 1939. On May 1, 1946, the Government issued a decree regulating the 


2{() +DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 


le 


Sedo eod>= 


0 


ef 


~ - 


ee a a a a ee ee ee eS ee a ee .. 


a — << — 


. 8, MD ae a, ot ee 


ring 
tine 


244 
2ign 


ring 


‘icle 
lues 
r is 


con- 
pay 
and 


the 


lota 
pro- 
ose, 
rail- 


puco 
the 
Bi 
cent 
ynly, 


uted 
Re- 
itine 
‘S in 
rovi- 
ition 
The 
tain 
st of 
‘ome 
argo 
itely 
nder 
Ss on 
; Se 
nade 


been 
> ne- 
ition 
fore, 
that 
It is 
* the 
ions. 
sued 
» em- 
‘oun- 
nger 
nger 
» air 


a re- 
12 of 
g the 


DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 19 


law. The beneficiaries include everyone connected with shipping and aviation 
in all its phases. The governing board is authorized to determine assessments 
with respect to back contributions. The fund is maintained by contributions 
based on salaries and wages assessed against the employer and the emp!oyee. 
Under the law 2 percent on the gross freight of cargo shipped from the Argentine 
or earned in coastal navigation must be contributed to the fund. Cargo in transit 
to or from neighboring countries loaded or distributed at Argentine ports does 
not pay tax. On cargo imported into Argentina there is a 2 percent assessment 
on the tariff value of all cargo imported into the country. Customs brokers 
clearing the imports are required to make the payments, and may obtain reim- 
bursement from importers of the goods. 

It is understood that these assessments are applicable to all vessels regardless 
of flag. We are not aware of any exemptions, if any there be, but the assess- 
ments cited herein are among the burdens imposed upon United States flag ves- 
sels doing business in ports of Argentina as distinguished from the terms and 
conditions under which vessels of Argentina are permitted to do business in 
ports of the United States. 


BERTHING OF SHIPS AT ARGENTINE PORTS 


By Decree No. 23586/46 issued December 23, 1946, and published in the Bole- 
tin Official on March 13, 1947, the Argentine Executive Power gave to the ships 
of the Flota Mercante del Estado the exelusive use of basin C, southside, with its 
corresponding sheds, in the new port of Buenos Aires. This privilege was ex- 
tended later to the foreign ships chartered to Flota Mercante by Decree No. 
17175(98) dated July 19, 1947. However, Decree No. 27198 of September 5, 1947, 
made ineffective both of the foregoing Decrees Nos. 23586 and 17175 in view of 
the fact that the Executive Power had sent a bill to congress on August 23 re- 
questing that a law be passed authorizing the Government to rent wharfs and 
adjoining sheds in the port of Buenos Aires to shipping firms. This did not 
provide United States vessels equality of privileges. It is reported that the Ar- 
gentine Congress did not discuss the Executive Power's bill and a decree was 
issued September 11, 1947 (unpublished). It is also reported that a secret de- 
cree was issued (which remained unpublished for some time) by which the 
Executive Power rented to the state merchant marine and Dodero a large por- 
tion of the wharf and three warehouses to each one of them in basin C in the 
new port. Another large portion was rented to other Argentine-flag vessel op- 
erators. It is reported that such rentals were contingent upon approval of the 
original bill, but it has not as yet been reported whether the bill to authorize to 
rent wharfs and adjoining sheds in the port of Buenos Aires to shipping firms has 
been approved by the Argentine Congress. 

All the wharfs are Government-owned and the decrees had the effect of giving 
exclusive use to Flota Mercante under the Argentine flag of certain most de- 
sirable facilities, thereby barring American-flag vessels ; and under the decree the 
Argentine port officials gave their own national-flag vessels, and other vessels 
chartered to the Government steamship line, immediate berthing facilities while 
reaniring other flag vessels to wait in turn as much as 60 days for a berth. 

American-flag-vessel operators made application for reservation of wharfs 
for exclusive use, but such applications were never granted. Repeated efforts 
were made to obtain equality of treatment in berthing space so as to avoid con- 
gestion at the port and undue delay of United States-flag vessels in berthing to 
discharge and load. While it is reported that the interventor of the port has 
made some progress in the allocation of port berthing facilities, nevertheless the 
preferential privileges granted by governmental decree to state-owned merchant 
vessels remains in full force and effect. It is alleged that these discriminatory 
preferential berthing assignments to the state-owned merchant vessels causes 
unwarranted and unfair delays in the expeditious operation of vessels of the 
United States, gives an undue advantage to the state-owned merchant vessels, 
and imposes extraordinary additional expense upon the vessels of the United 
States, and prevents United States-flag vessels from furnishing to shippers equal- 
ity of service because of the direct action of governmental decrees and prac- 
tices. It is asserted that the Government, owning and controlling the available 
wharfage spaces and auxiliary warehouses should so administer the available 
facilities as to grant fair and equitable use of such facilities. It is urged that 
because of the absolute control of the Government, the special preferential privi- 
leges granted to the Flota Mercante should be canceled and an equitable distri- 
bution of the available facilities be decreed. 
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CONTROL OF CARGO ROUTINES DECREE NO, 6087, DECREE NO. 17046, JULY 28, 1949 


Among the most important and most detrimental decrees and practices there- 
under relating to commerce with the ports of Argentina is the decree No, 6087 
of the Argentine Ministry of Marine dated March 9, 1948. Under the provisions 
of this decree it is required that all Argentine imports and exports be carried in 
Argentine ships, when possible. The provisions are applicable to the activities of 
the national Government and its dependencies and instrumentalities. In the 
administration of the decree numerous governmental agencies are in a position 
to exercise a virtual monopoly of control in the routing of cargoes not only of 
so-called Government cargoes, but also extending to the control of private com- 
mercial transactions. The decree has direct relation to the national banking 
system, 

Decree No. 17046, dated July 28, 1949, supplements Decree No. 6087. The new 
decree imposes additional burdens and obstacles to all imports destined for the 
Argentine Government. The decree requires au submission of considerable de- 
tails concerning the items of export and import. 


CENTRAL BANK 


On March 25, 1946, the Argentine Government issued a decree law nation- 
alizing the Central Bank, which was created by Law No. 12155 in 1935. The 
Central Bank has the sole right of issuing currency notes, with the exception of 
minor currency denominations. The Central Bank is also a depository, through 
the commercial banks of all their deposits, and the private banks must follow 
the Central Bank’s instructions concerning these deposits, and, therefore, the 
credit institutions of the country, in order to invest any amount over and above 
their own capital funds, are compelled to rediscount their own portfolios with 
the Central Bank. 

In August 1947, the National Economic Council was created, composed of 
cabinet ministers, and other representatives of the Government. The President 
has the rank of a cabinet minister. All economic matters are first considered 
and consolidated by this council, and they make recommendations to the Goy- 
ernment. In 1948 the National Immigration Council was created under the Eco- 
nomic Council, and among its functions are recommendations as to the estab- 
lishment of industries, importation of machinery and installations for industrial 
plants, as well as recommendations relating to loans for such firms and the re- 
duction of customs duties on special facilities for guaranteeing customs duties. 

The Banco de la Nacion Argentina and the Banco de Credito Industrial Ar- 
gentina also belong to the national Government; the first has large resources 
presently devoted to the development of commerce, agriculture, and cattle rais- 
ing: the other has the function of fostering and developing new industries, in- 
eluding shipbnilding, mining, etc 

The Banco Hipotecario Nacional (National Mortgage Bank) is wholly a Gov- 
ernment institution, to finance real estate and land developments. 

The Instituto Argentino para la Promocion del Intercambio (IAPI) also 
belongs entirely to the Argentine Government and was founded in 1946. ITAPI 
has a monopoly of the exportation of grain, meats, quebracho, hides, vegetable 
oil products, ete., handles numerous imports and has become the main pur- 
chasing department of all Government agencies. 


EXCHANGE CONTROI 


By decree Law No. 12596/45 of May 17, 1946, all questions concerning ex- 
change were definitely central'zed in the Central Bank. The Central Bank 
regulates the import trace through an elaborate system of prior exchange per- 
mits. No merchandise can be imported into the Argentine without a prior ex- 
change permit, which is in reality an import permit, and it insures the importer 
the same exchange conditions upon the day of arrival of his cargo as those in 
effect when the permit was granted. Through the wide ramifications of the 
controls by the Central Bank and its affiliates controls are exercised not only 
over the procurement and routing of cargoes owned by the Government and its 
instrumentalities, but it practically controls the entire economy of the Argen- 
tine Nation in respect to the outside world and its foreign commerce. 

By decree No, 6087/48 of March 9, 1948, exports were directed to be carried in 
Argentine vesse!s, and imports were required to be purchased on a f. o. b. basis, 
giving transportation of imports to Argentine vessels. This affeets nearly all 
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commodities transported. The Central Bank was authorized to consult with the 
Merchant Fleet Department (Direcion Nacional de la Marina Mercante) prior 
to authorizing the transfer abroad of foreign exchange for the payment of 
freight. The decree authorizes the merchant fleet department to require local 
maritime agents to furnish a copy of the general manifest of each vessel that 
enters or leaves an Argentine port, and also any information which may be re- 
quired regarding transport capacity, cargo space, itinerary, tariffs, ete. 


PROTEST 


Upon the issuance of Decree No. 6087 vigorous protests were filed with the 
Argentine Government and its various maritime agencies, and representations 
were made directly to the President of the Republic. Under date of April 2, 
1948, the Director General of the Argentine Maritime Commission issued a 
press release of the Ministry of Marine as a “clarification of Argentine Decree 
No. 6087 of March 9, 1948.” The release stated that the decree had been mis- 
interpreted and erroneously transmitted abroad and hence the clarification. It 
was stated thut in an effort to protect and develop the Argentine merchant 
murine within the framework of principles agreed upon at the Geneva Inter- 
state Shipping Conference, the Federal Government of Argentina had directed 
that cargo consigned to official entities of the Government be transported, when 
possible, in Argentine-flag vessels. In addition it was also stated that in 
line with the Government policy with respect to its merchant marine and with 
the objective of providing shippers with stable and regular services to carry 
on the nation’s international service, preference will be granted to vessels of 
established lines of countries of the cargo’s origin or destination in the event 
that Argentine vessels are unable to transport the Government cargo. 

In the administration of these Argentine Government controls the IAPI 
organization has dominated control of a wide range of exports and imports. 
IAPI maintains important offices for procurement and control purposes at 
practically all United States ports of exit. It has issued notices and instruc- 
tions to shippers of the commodities which constitute the major portion of the 
Argentine foreign trade that the Government is intent upon Argentine-fiag vessels 
carrying all the cargo that it can possibly control. 

With the rapid increase in the Argentine state-owned and controlled merchant 
fleet and the utilization of such a large proportion of it in the commerce be- 
tween the Argentine and the United States, United States-flag vessels engaged 
in the Argentine-United States commerce must suffer a severe loss. Such losses 
have been incurred and are being rapidly accelerated with respect to all com 
modities. The State monopoly is highly discriminatory and prejudicial. 

As an illustration of the effect of the decree of March 1948 upon the move- 
ment of commerce between the United States and Argentina, related to Atlantic 
and Gulf ports as well as Pacific coast ports of the United States, actual re- 
sults are herein cited for the record. 

During the last half of the calendar year 1947 there were 609,192 long tons 
of cargo carried from the United States Atlantic coast and Canada to Argen 
tina. During that period a United States-flag vessel operating company carried 
248,743 long tons, or 40.8 percent of the total volume. The Argentine state line 
(Flota Mercante) and the Dodero Line (then privately operated) czxrried 
112,264 long tons, or 18.4 percent of the total. During the last 6 months of the 
ealendar year 1948, 175,667 long tons were shipped from the United States 
Atlantic coast ports and Canada to Argentina. Of this amount, the same United 
States-flag vessel operating company carried 18 percent of the total, whereas 
the two Argentine-flag lines carried 50.8 percent of the total. This reflects a 
reduction of 71 percent in the volume of curgo moved. The United States-flag 
vessel operating company suffered a reduction of 22.8 percent in its propor- 
tion of the cargo carried whereas the two Argentine-flag lines increased their 
proportion by 32.4 percent. In this competitive movement during the last half 
of the calendar year 1948 the United States-flag vessel operator employed 33 
vessels, as compared with 26 vessels employed by the two Argentine-flag oper- 
ators (now combined in the Flota Mercante). 

The impact of the monopolistic control of Government-owned and private 
commercial cargoes by the Argentine Government has been progressively de- 
veloping disadvantageously for United States-flag vessesl and has seriously 
affected the carryings of all the main commodities. 
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AS TO SPECIFIC COMMODITIES 


Steel-mill products during the last 3 months of 1948 represented 32.8 per- 
cent of the total dry-cargo movement to the Argentine. The United States-flag 
vessel operator referred to above carried 18.6 percent compared with a total 
of 51 percent by the Argentine-flag lines, a loss of 13.5 percent for the United 
States-flag line and an increase of 29.4 percent for the Argentine-flag lines. 

Railway material shipped to the Argentine from United-States-Atlantic coast 
ports represented 16 percent of the total south-bound movement. The United 
States-flag line carried 8 percent compared with 85.6 percent by the Argentine- 
flag lines. 

Machinery shipped to the Argentine from United States-Atlantic coast ports 
represented 11.9 percent of the total south-bound movement. The United States- 
flag line carried 24.8 percent compared with 48.2 percent by the Argentine-flag 
lines. 

Automobiles and automobile parts shipped to the Argentine from United 
States-Atlantic coast ports represented 10.4 percent of the total south-bound 
movement. The United States-flag line carried 14.6 percent compared with 
73.3 percent by the Argentine-flag lines. 

It is highly significant that as to commodities not within the direct control 
of the Argentine purchasing mission, such as chemicals, the United States flag 
vessel operator referred to carried a substantially greater proportion of the 
total volume of the commodity, in a ratio of approximately 2 to 1. 

With respect to the north-bound movements from the Argentine to Atlantic 
coast ports during the last 6 months of 1947 there were shipped 216,134 long 
tons as compared with 125,522 long tons during the last 6 months of 1948; a drop 
of 42 percent in the total movement. 

Wool during the last half of 1948 constituted the largest movement of any 
single commodity north-bound, representing 39.5 percent of the total. This com- 
modity was not under the direct control of IAPI and the United States flag 
vessels carried a percentage of this commodity on a parity with the Argentine 
flag vessels. 

Preserved meats represented 18.5 percent of the total movement and the 
United States flag vessel operator referred to carried 16.8 percent compared with 
the two Argentine flag lines’ 44.9 percent. 

Quebracho extract represented 13 percent of the tonnage. The United States 
flag vessel operator carried 24 percent as compared with the Argentine flag lines’ 
31 percent. 

The tabulations will show that there have been rather drastic reductions in 
the volume of cargo moving in international trade between the Argentine and 
the United States in both north-bound and south-bound traffic. 

As illustrative of the continuing trend of adverse conditions affecting United 
States flag vessels one such operator in the trading area reports further drastic 
declines during the first 5 months of 1949. Of the 112 total arrivals south-bound 
to Buenos Aires during the first 5 months of 1949 of dry cargo there were 87,676 
long tons, of which the reporting United States flag vessel operator had 31 ar- 
rivals with 14,871 long tons, or 16.9 percent. The Argentine state merchant 
vessels had 18 arrivals with 58,650 long tons and 66.9 percent of the total cargo. 

Of the 106 total north-bound sailings during the first 5 months of 1949, the 
reporting United States flag operators had 29 sailings with 29,526 long tons and 
34.2 percent of the cargoes. The Argentine state merchant vessels had 18 sail- 
ings north-bound with 16,591 long tons with 19.3 percent of the cargoes. Other 
flag vessels had 64 sailings with 40,093 long tons and 46.5 percent of the cargo. 
On the north-bound commodities the Argentine Government does not control 
directly such large volume commodities as wool, quebracho, meats, fruits, and 
bran, and the competitive position is open for all nationalities. The American- 
flag operator reporting has given particular attention to the transportation of 
fruits under special refrigeration and has developed this business because of 
the special facilities. 

It is recognized that much of the reduction has been occasioned by the stringent 
financial conditions, the paucity of dollar exchange, and the numerous controls 
exercised by the Argentine Government. The Argentine Government has estab- 
lished unwarranted preferential privileges to its national flag vessels in the 
administration of its banking and exchange facilities as well as in numerous 
port and terminal administrative practices and procedures—greatly to the 
detriment of United States flag vessels engaged in commerce with Argentine 
ports. No such discriminations are exercised by the United States Government 
against vessels of Argentine ownership and registry. 
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BUENOS AIRES MUNICIPAL TAX 


It is reported from authoritative sources that the city of Buenos Aires, Argen- 
tina, in December 1948 issued a decree establishing municipal taxes to be col- 
lected during 1949, Any business which exercises commercial activities within 
the limits of the city, whether national or foreign, will pay the taxes, and the 
Government departments even though acting as private institutions are exempt. 
Consequently, Flota Mercante is exempt. 

Articles 75 through 110, excerpts from the Buenos Aires Municipal Revenue 
Act of 1949, are attached hereto. 

The tax amounts to 4 percent on gross income (art. 105). The tax is multi- 
plied by six in the base of businesses of a commercial nature acting for third 
parties. If the business or agency is constituted in the form of a corporation, 
the tax is increased by an additional 20-percent surcharge. Where a United 
States flag vessel operator has established a subsidiary corporation to handle its 
affairs in Argentina the tax burden is a considerable increase in its cost of doing 
business in ports of the Argentine. 

This municipal tax by the city of Buenos Aires has been challenged with respect 
to its applicability to freight and passenger fares in order to obtain exemption 
for the steamship companies, Finally, it has been temoprarily established that as 
to countries which have signed treaties of reciprocal tax exemption their na- 
tionals are excluded from the payment of the tax. The United States has not 
yet signed such a treaty of reciprocal tax exemption, although such a treaty is in 
the process of negotiation. Any such treaty consummated should inelude a spe- 
cific provision with respect to the examination of such municipal taxes. Its 
general language pertaining to national taxation may not be interpreted to 
specifically exempt United States flag vessel operators from the applicability of 
municipal taxes. 

PLEA FOR RELIEF 


Your petitioner respectfully requests that the complaints herein made with 
respect to preferential consular fees, preferential port charges and availability 
of port facilities, discriminatory exchange allocations and cargo routing con- 
trols—Governmental and private commercial cargoes, and discriminatory and 
burdensome taxation be expeditiously investigated and the results of such in- 
vestigation be forthwith reported to the President with recommendations that 
immediate diplomatic action be instituted with a view to securing from the 
Government of Argentina such equal privileges as are contemplated by section 
26, Shipping Act, 1916, for vessels of the United States and remove the burdens 
upon commerce now imposed upon vessels of the United States by the laws, 
decrees, and practices herein above set forth. 


SUPPLEMENTAL AUTHORITY 


As supplemental and further authority of the Commission with respect to 
conditions unfavorable to shipping in the foreign trade of the United States 
arising out of foreign laws, rules, or regulations or from competitive methods 
or practices of owners, operators, agents, or masters of vessels of a foreign 
country, the attention of the Commission is respectfully called to section 19, 
Merchant Marine Act, 1920. 

NATIONAL FEDERATION OF AMERICAN SHIPPING, INC. 
Frazer A. BAILtey, President. 


ARGENTINE INcoME Tax Law No. 14,338/46 


“Arr. 10: It is presumed by right that the companies not constituted in the 
country, engaged in the business of transport between the Argentine Republic 
and foreign countries obtain net benefits of Argentine source equal to 10 percent 
oi their gross receipts for freights and passages in respect of these transactions. 

“The local agents or representatives of these companies are jointly respon- 
sible with them for the payment of the income tax and they are obliged to 
provide under oath, all the information necessary in respect of this tax, in the 
manner and terms that the income tax board will fix in due course. 

“The tax referred to in the first paragraph of this article will not be applied 
to companies constituted in countries with which, in virtue of agreements or 
international treaties, exemption from tax is, or will be, established.” 

The regulatory decree contains this disposition : 
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“Art. 11: Income obtained by companies constituted in this country engaged in 
transport, is considered to be of Argentine source, when their traffic is carried 
out between the Republic and foreign countries or vice versa, or between foreign 
ports. 

“The tax of 10 percent on the gross amount of freights on passages and cargo 
derived from transportation from loading place in the Republic up to final 
destination abroad, must also be contributed when this is undertaken by firms 
constituted abroad. 

“When freights are contracted for carriage of cargo to foreign ports with no 
direct line from this country, and for which reason, cargo must be transshipped at 
other overseas ports, to be carried to final destination by other shipowners having 
no connection with the Argentine, the freight for taxation will be calculated to 
the port of transshipment. In such cases, the sworn declarations must state the 
total freight received and the division between each owner intervening in the 
transport. i 

“As regards article 19 of this law, it is understood that the gross freight is the 
total amount that the transport companies receive for the carriage of the cargoes; 
the only allowable deduction being the surcharge or contribution which, in 
accordance with the corresponding laws, must be paid in to official pension funds, 

“When international agreements have been initiated to obtain exemption from 
payment of the tax, the executive power, at the request of those concerned, and 
on receipt of a suitable guarantee, may authorize the income tax authorities to 
suspend collection of the tax of 10 percent on freight for passages and cargo 
cart. 10, par. 1) until such time as these arrangements have been definitely 
concluded.” 


Decree No. 608S7—Marcnu 9, 1948 


Having seen the report of the Navy Department on File No. 1—-M-130/48 “R” 
and 

Considering 

That it is necessary to coordinate the activities of the national dependencies 
decentralized divisions of the Government in regard to the contracting of services 
of the international maritime transport of the merchandise either acquired or 
shipped abroad and to fix precise standards that must be observed; 

That it is proper to direct these activities toward the utilization of the 
national maritime transport services because of the advantages that will accrue 
to the national economy ; 

That by this means there will be effected an appreciable saving in the item 
of freights for the imports that are made by the dependencies and divisions 
mentioned, at the same time providing for the acquisition of exchange by this 
country for freights covering the export of merchandise by them. 

The President of the Argentine Nation in a general Cabinet meeting 


DECREES 


Arr. 1. The acquisitions of merchandise to be improved which are ordered 
by the national dependencies and decentralized divisions of the Government 
must be contracted, preferably, for their f. o. b. value. 

Art. 2. The transport of the merchandise mentioned, from abroad to Argentina, 
must be carried out preferably in Argentine flag ships. 

Art. 3. In order to assure the observance of the dispositions of the preceding 
articles, the Central Bank of the Argentine Republic, for the purpose of authoriz- 
ing the transfer of funds abroad for payment of freight as required by the 
dependencies and divisions mentioned, may call for the supervision of the admin 
istration of the state merchant fleet. 

Arr. 4. The merchandise sold abroad by the dependencies and divisions re 
ferred to, which has been contracted for on the basis of c, i. f. or ce. and f. value, 
will be transported exclusively on Argentine flag ships. When contracts exist 
the preferences will be adjusted in accordance with the contract clauses, 

Arr. 5. When the owners of Argentine flag vessels consider that they have 
not been treated in accordance with the terms of the decree, they are authorized 
to appreach the administration of the state merchant fleet bringing the matter 
to their knowledge, 

Arr. 6. For the transport of the merchandise referred to, freight tariffs in 
effect on the regular national lines approved by the national direction of the 
merchant marine, will be applied. In the remaining cases the same division 
will fix the general standards to which the shipping companies must adjust 
themselves for the determination of the corresponding freights. 
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Arr. 7. The general direction of the merchant marine nay authorize exceptions 
to the dispositions contained in articles 2 and 4, in special cases where this 
becomes necessary. 

Arr. 8. In order to assure proper compliance with this decree, the shipping 
companies must send to the national direction of the merchant marine a copy 
of the general manifest of each ship which enters or leaves the country, as well 
as supplying the information which is required covering the cargo-carrying 
capacity of the ships, the cargo space available, itineraries, dates of voyages, 
tariffs, ete. 

Arr. 9. Pass to the general direction of the national registry, communicate, 
publish, and archive in the general direction of the merchant marine. 





ExH1Bit B 


NATIONAL FEDERATION OF AMFRICAN SHIPPING, INC., 
Washington, D. C.. September 12, 1949. 
UNITep States MARITIME COMMISSION, 
Washington 25, D. C. 

GENTLEMEN : In re section 26, Shipping Act, 1916 (U.S. C., title 46, sec. 825), 
with respect to Brazil: 

Section 26: “The board (Commission) shall have power, and it shall be its 
duty whenever complaint shall be made to it, to investigate the action of any 
foreign government with respect to the privileges afforded and burdens imposed 
upon vessels of the United States engaged in foreign trade whenever it shall 
appear that the laws, regulations, or practices of any foreign government operate 
in such a manner that vessels of the United States are not accorded equal privi- 
leges in foreign trade with vessels of such foreign countries or vessels of other 
foreign countries, either in trade to or from the ports of such foreign country or 
in respect of the passage or transportation through such foreign country of 
passengers or goods intended for shipment or transportation in such vessels of 
the United States, either to or from ports of such foreign country or to or from 
ports of other foreign countries. It shall be the duty of the board (Commission) 
to report the results of its investigation to the President with its recommen:a- 
tions and the President is hereby authorized and empowered to secure by diplo- 
matie action equal privileges for vessels of the United States engaged in such 
foreign trade. And if by such diplomatic action the President shall be unable 
to secure such equal privileges, then the President shall advise Congress as to 
the facts and his conclusions by a special message, if deemed important in the 
public interest, in order that proper action may be taken thereon.” 


PARTICULARS OF COMPLAINT 


It is alleged hereby, substantiated by statements of facts and acts of adminis- 
tration in particular details hereinafter set forth, that the Government of Brazil 
directly and indirectly through its laws and decrees, and by executive and ad- 
ministrative practices, has discriminated against vessels of the United States 
ownership and registry, has imposed upon vessels of the United States burdens 
of international commerce, has granted special and preferential privileges to 
vessels of its own registry and of countries other than the United States; and 
has not accorded equal privileges to vessels of the United States in the ports of 
Brazil nor in the foreign trade of Brazil with vessels of its own ownership, inter- 
est, and registry to and from the ports of Brazil; all of which is detrimental to 
the vessels of the United States ownership and registry and the commerce of 
the United States, und is within the purview of the provisions of section 26 cited 
herein above. 


PETITION TO UNITED STATES MARITIME COMM’'SSION 


Upon the basis of these allegations, and the specifications herein set forth, it is 
respectfully requested that the United States Maritime Commission investigate 
the action of the Government of Brazil and its agencies and instrumentalities 
and report the results of such investigations to the President with recommenda- 
tions that prompt action be taken through diplomatic channels to secure equal 
privileges for vessels of the United States engaged in such foreign trade with 
the ports of the country of Brazil; and if the President be unable to secure such 
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equal privileges for vessels of the United States, advice thereof be given by the 
President to the Congress of the United States as provided in said section 26, 
Shipping Act, 1916. 

Further and additional remedies and supplemental authority, particularly 
with respect to section 19, Merchant Marine Act, 1920, and with respect to title 
46, section 142, United States Code, will be set forth hereinafter. 


STATEMENT OF FACTS 


The National Federation of American Shipping, Inc., on behalf of its members, 
submits the following statement in support of this petition: 

Among the principal causes of complaint against the Government of Brazil 
and the practices in force in that country which are detrimental to vessels of 
the United States are those in relation to the State owned merchant marine con- 
trolled by the Brazilian Government. The principal commercial and competi- 
tive Brazilian merchant fleet is owned and controlled by Lloyd Brasileiro y Cia. 
and Nacional de Nav. Costeira. The former owns 97 vessels of 485,077 gross tons 
and the latter owns 26 vessels of 74,937 gross tons. These two shipowning organ- 
izations are under the direct ownership and control of the Government. 

It is understood that the Brazilian State fleet was absorbed by the Govern- 
ment because of financial difficulties encourtered by the company. Its affairs 
are directed by a person appointed by the President of the Republic, directly 
responsible to the Minister of Transportation and Public Works. Necessary 
operating funds were furnished by the Government Lloyd Brasileiro was to 
assure the Government of steamship services in the Brazilian coastwise and 
river services, certain interior lake and river services, and long voyages for the 
transportation of Brazilian products to foreign markets. The Government 
planned long-range rehabilitation and reconstruction of the merchant fleet. It 
is understood that at least one fourth of the annual subsidy was to be allowed 
for such purposes. 

It is also reported that the assets and services of Lloyd Brasileiro are to be 
entirely exempt from taxes, including customs duties and ad valorem taxes on 
material or products imported for the fleet of the company. It is also understood 
that the company shall have the same advantages as the Government of Brazil 
in matters of postal and telegraph rates, and the ships’ registration papers shall 
be free of stamp taxes. 

The principal privately owned merchant vessels under Brazilian flag is the fleet 
of Cia. Commercio y Naviacao consisting of 22 vessels of 57,367 gross tons. It is 
understood that this fleet is used mainly in trades with countries of South 
America and the Brazilian coastwise trade. 

The Government-owned merchant fleet consists of 126 vessels of 517,835 gross 
tons and the privately owned merchant fleet consists of 49 merchant vessels of 
137,803 gross tons. Ten of the total merchant fleet are tankers of 35,780 gross 
tons. 

In the liner services of Brazilian-flag vessels the records show that for the 
last 6 months of 1948 calendar year 14 Brazilian-flag vessels of 113,289 deadweight 
tons (75,249 gross) were used in the trade between Brazilian ports and United 
States Atlantic-coast ports, 6 of such vessels also making calls at Gulf ports. In 
the Brazilian-United States Gulf ports service seven Brazilian-flag vessels of 
52,710 deadweight tons (37,856 gross) were used in regular liner service. Other 
segments of the Brazilian merchant fleet, Government and privately owned were 
used in the services with other foreign countries and in local trades. 


NO BRAZILIAN NAVIGATION TREATY 


The United States and Brazil do not have in effect a treaty of friendship, 
trade, and navigation. It is urged that two such friendly and cooperative 
Governments should proceed with the greatest expedition to the execution of 
such a treaty or the execution of the recently developed type of treaty covering 
friendship, economic development, and commerce which provides for reciprocal 
rights of citizens, commerce, and vessels of the high contracting parties to the 
treaty. 


PRESIDENTIAL PROCLAMATION 


Pursuant to a proclamation of the President of the United States of November 
4, 1847 (9 Stat. 1001), Brazilian-flag vessels were granted exemption from the 
payment of any higher tonnage dues than are applicable to vessels of the United 
States and from the payment of light money. Such exemption was intended to 
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continue so long as the reciprocal exemption of vessels belonging to citizens of 
the United States and their cargoes shall be continued, and no longer. The 
proclamation of the President of the United States was predicated upon evidence 
submitted by the Government of Brazil that no discriminating duties of tonnage 
or imposts were imposed or levied in the ports of Brazil upon vessels wholly 
belonging to citizens of the United States. 

Title 46, section 142 (U. 8. C.) provides that when any foreign country whose 
vessels have been placed on the same footing in ports of the United States as 
American vessels, except in the coastwise trade, shall deny to any vessels of the 
United States any of the commercial privileges accorded to national vessels in 
the harbors, ports, or waters of such foreign country, the President on receiving 
information of the continuance of such discriminations against vessels of 
the United States is authorized to issue his proclamation excluding, on and 
after such time as he may indicate, from the exercise of such commercial privi- 
leges in the ports of the United States as are denied to American vessels in the 
ports of such foreign countries, all vessels of such foreign country of a similar 
character to vessels of the United States thus discriminated against and sus- 
pending such concessions previously granted to the vessels of such country. 
Thereafter penalties are imposed upon vessels of such foreign country excluded 
by said proclamation from the exercise of such reciprocal privileges. 

In view of the foregoing it is urged that special consideration be given to the 
proclamations heretofore issued, and unless vessels of the United States are 
granted the equal privileges contemplated and provided for, appropriate steps 
be taken forthwith to deny equal privileges to the vessels of Brazil and any of 
its agents or instrumentalities in the ports of the United States, unless and until 
discriminations against and burdens upon vessels of the United States are 
removed. 


BRAZILIAN MERCHANT MARINE COMMISSION 


By decree law No. 3100 the President of Brazil authorized the creation of the 
Merchant Marine Commission. Of basic interest and because of its direct re- 
lationship upon the activities of the Brazilian Government with respect to the 
practices of the Government in the maritime affairs of the country the text of 
decree law No. 3100 is given as follows: 

“ArT. 1. There is created the Merchant Marine Commission, administratively 
and financially autonomous, for the purpose of regulating the Brazilian inland, 
lake, and ocean navigation as provided in this decree-law and its regulations. 
The Commission is to have its seat in the Federal District with jurisdiction over 
all Brazilian territory.” 

The full text of Decree-Law No. 3100 is attached hereto. 

It should be noted particularly the powers and functions of the Brazilian 
Merchant Marine Commission with respect to control and regulation of the actual 
operation of the Brazilian vessels employed in ocean navigation whether owned 
privately or by the Government, States, or municipalities: Attention is also 
called to special revenues derived from taxes upon shipping as set forth in article 
§ and the utilization as provided in article 9 for maintenance of services and the 
purchase and construction of vessels. 

Decree-Law No. 3100 of March 8, 1941, was augmented by additional decrees, 
Decree No. 3110 of March 17, 1941, Decree No. 3149 of March 26, 1941, by Decree 
No. 7062 of April 4, 1941, and by Decree No. 3595 of September 5, 1941. 

The special revenue taxes provided by the decree have been increased subse- 
quently, foreign-flag operators being required to collect the tax from the shippers 
and remit it. Shippers from the United States to Brazil are thus directly taxed 
for the maintenance of the Brazilian Maritime Commission which has among 
its main function the development of the operations of the Brazilian merchant 
marine. The United States flag vessel operator is in fact acting as the tax collec- 
tor for the Brazilian Government to maintain competing Brazilian vessels 
against him. 

There is a further question with respect to this Decree No. 3100 because it 
became operative after the effective date of the reciprocal trade agreement be- 
tween the United States and Brazil. Article 3 cf the 1935 reciprocal trade agree- 
ment reads as follows: ; 

“Articles the growth, produce or manufacture of the United States of America, 
enumerated and described in Schedule I annexed to this agreement and made a 
part thereof, shall on their importation into the United States of Brazil, if now 
free of duty, continue to be exempt from ordinary customs duties or, if now du- 
tiable, shall be exempt from ordinary customs duties in excess of those set forth 
in the said schedule. All of the said articles enumerated and described in sched- 
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ule I shall be exempt also from all other duties, taxes, fees, charges or exactions, 
imposed on or in connection with importation, in excess of those imposed or re- 
quired to be imposed by laws of the United States of Brazil in effect on the day 
of the signature of this agreement.” 

It is understood that through an exchange of correspondence between the 
United States of America and the United States of Brazil that the provisions of 
the trade agreement in effect between the two Governments, signed on February 
2, 1935, be suspended, with the exception of provisions of article 14 thereof, in- 
asmuch as both countries had become contracting parties to the General Agree- 
ment on Tariffs and Trade, as defined in article 22 of that agreement. It siould 
be noted that the General Agreement on Tariffs and Trade contemplated the elim- 
ination of discriminations, the general most favored nation treatment, national 
treatment with respect to internal taxation and regulations, freedom of transit, 
and the general removal of impediments and burdens in the transaction of com- 
merce between the contracting parties. It is therefore respectfully urged that 
full and complete examination be made with respect to the discriminations, dis- 
advantageous dues and charges, and the burdens imposed upon United States 
flag vessels by the Government of Brazil as alleged and set forth herein in rela- 
tion to the comprehensive provisions contained in the General Agreement on 
Tariffs and Trade to which both the Government of the United States and the 
Government of Brazil have become contracting parties. 


DISCRIMINATORY LAWS, DECREES, AND PRACTICES 
Consular fees 


All goods exported from the United States to Brazil with very few exceptions, 
must be accompanied by a consular invoice subject to high certification fees. 
The fees and regulations applicable to all shipments to Brazil are as outlined 
in the attached booklet entitled “Instructions for Shippers to Brazil,” reissued 
February 1948, in coperation with the consulate general of Brazil in New York. 
The following are illustrative of the consular fees applicable to shipments to 
Brazil payable by the shipper: 

Shipments with value of $100: 
Minimum invoice charge___-.-__-~- 


sashes censor aiceidenatintatemieniadte titans - $8 





Certification of first copy of commercial invoice_ atl Sedatnaahsieanieatat esstoen + 

Gerttcation. of Consular Gill of tagiig...- = 6 

ee be a dg eae nee cae akd De ache lee ie 18 
Shipments with value of $5,000: 

Certification of invoice for first $1,000____- oS : EU OR s 

$2 for each $500 or fraction thereof________ ee : 2 S 16 


Certification of first copy of commercial invoice___ eee eee eo 4 


Certification of consular invoice____- “En mmc hee See a eee ae ae oe 6 

SN ce eae wee 34 
Shipments with value of $25,000: 

Certification of invoices for first $1,000___._.-__________ > a 8 

$2 for each $500 or fraction thereof_~______ __ pipette a ae . 96 


Certification of first copy of commercial invoice__._..____-___-_-__ > aie + 
Certification of consular invoice 


ND eee ee a aS 
Prior to 1939, these fees were only one-half of the present charges. Brazilian 
Government Decree No. 1330 of 1939 doubled the charges for certifyipg consular 
invoices as Well as numerous other fees associated with ships’ manifests and 
ships’ documents, but not for Brazilian vessels. 

Decree No. 1330 imposes heavy manifest charges pertaining to the clearance 
of such vessels. For instance, an American-flag vessel of 4,000 net registered 
tons calling at Rio de Janeiro and Santos, Brazil is subject to the following 
fees for legalizing its manifests: 


For net registry up to 4,000 tons_._.-..-......-__-.__- Seth Suites Seth eS $100 
For each 1,000 tons or part thereof, additional wi lidiaalsrieh Micah tak all ide ceidthiling 10 
50 percent additional for first port of call in Brazil___..-----.--.-. 55 
pcan’ part oC abil im Ceneihis ia i eda Sa ek 5, tic dtdaen 110 
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The foregoing fees for certification of shipping documents including manifests, 
passenger lists, ete., are not themselves discriminatory—the discrimination with 
respect thereto is found in Brazilian Law No. 429 of April 10, 1937, which pre- 
ceded the Decree No. 1330 by 2 years. Law No. 420, article 17 through article 24 
is as follows: 

“Art. 17. The property and services exploited by the Lloyd Brasileiro shall 
enjoy complete exemption from dut'és, taxes, and any other contributions to the 
Government, being also hereby exempt from customs duties, including the 2- 
percent gold (ad valorem) tax on all that is imported for the increase of its 
fleet, as well as for the equipment of its workshops or any other matter for its 
consumption. (Note: This includes fuel.) 

“Arr. 19. The fees charged at Brazilian consulates for services to the Lloyd 
srasileiro’s ships at European, North and South American ports, shall have a 
discount of 50 nercent. 

“Art. 20. A discount of 50 percent shall also be granted to those shipping 
by Lloyd Brasileiro for authenticating bills of lading and consular invoices 
covering merchandise to be carried by its ships. 

“Art. 21. The authenticating by consulates of manifests of the Lloyd Brasil- 
eiro’s ships which travel in ballast shall be granted free of charge. 

“Art. 22. The Lloyd Brasile’ro shall enjoy the same privileges as the Govern- 
ment, With respect to telegraphic and postal charges. 

“Art. 23. Ordinary manifests of Lloyd Brasileiro’s ships are hereby exempt 
from the freighting stamp tax. 

“ArT. 24. Exempt also from stamps shall be the bills of lading of cargo shipped 
by the Government in the Lloyd Brasileiro sh'ps.” 

The effect of the decree and the law cited is that the vessels of Lloyd PBrasil- 
eiro are subject to the fees and regulations which were in force prior to the 
issuance of Decree No. 1330. The 50-percent reduction in consular fees appli- 
cable to Brazilian vessels pursuant to Law No. 420 enables the operators to 
solic’t engoes for Brazilian flag vessels on a basis of one-half the fees charged 
to vessels of the United States. 

It is alleged that in actual practice these preferential and discriminatory 
consular charges and fees are greatly to the detriment of United States flag 
vessels in that the operators of the Brazilian-flay vesse's are aggressively and 
actively advertising and solicit'ng business for Brazilian vessels on the basis 
that shippers receive a considerable advantage in consular fees by us'ng the 
services of Brazilian vessels. It is estimated that an American flag vessel oper- 
ator maintain’ng a weekly schedule of sailings from United States ports to 
Brazil is losing over one quarter of a million dollars in fre’ght revenue and 
that the amount is consistently increasing as a result of the solicitation methods 
used by Lloyd Brasileiro in granting this preferential consular fee to shippers. 
In addition the United States flag vessel overators are required to pay the 
additional fees and stamp taxes, ete. for legalization of manifests over and 
above that applicable to Prazilian-flag vessel operators. 

It wou'd appear that te intent of Brazilian Law No, 420 is designed to im- 
pose penalties upon vessels of other ownership and registry than Brez‘lian, 
including United States flag vessels, for the purpose of developing the Prazilian 
merchant marine. It is considered unfair and discriminatory and hurdensome 
upon vessels of the United States, and it is urged thet every effort b> made 
through dplomatic channels to obtain reciprocal privileges to which vessels 
of the United States are entitled. 


Preferential and discriminatory berthing facilities 
Decree Law No. 347 promulvated by the United States of Braz'l on March 


23, 1938, provided that “The Lloyd Brasileiro is exempt of the prohibition set 
forth in paragraph 1 of article 1 of Decree Law 24,511 of June 29. 1934, dis- 
positions to the contrary being hereby revoked.” This was published in the 
Official Gazette on Avril 1 and April 4, 1938. 

Decree-Law No. 24.511 of June 29, 1934, article 1, paragranh 1. provides that 
“All those who utilize the installations of the ports will receive from the ports’ 
administrations nonpreferential treatment, guided by the desire of obtaining 
the maximum efficiency from said installations.” 

Because of the high discriminatory and damaging effects of acts of the Bra 
zilian offic’als at Brazilian norts, particularly Rio de Janeiro and Santos in pro 
viding for preferential berthing facilities under priority lists for passenger and 
cargo vessels, with the vessels of Lloyd Brasileiro heading both lists, the United 
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States Maritime Commission made representations to the President of the United 
States under date of August 28, 1947. In that communication illustrations of 
actual delays imposed upon United States flag vessels at the several ports of 
Brazil are cited to show the damaging effect of these discriminatory practices. 
The Maritime Commission requested the President to secure the rescission of De- 
cree-Law No. 347 which exempted Lloyd Brasileiro from the provisions of De- 
eree-Law No. 24,511 in order that nonpreferential treatment could be assured 
vessels of the United States. 

In December 1947, through a Brazilian ministerial notice, the port authori- 
ties in Brazil were requested to discontinue the preferential discriminations 
against foreign ships. While some improvement has been noted in the practices 
with respect to allocation of berthing facilities, it is alleged that the relief of 
much of the congestion at Brazilian ports has made the port facilities more 
readily available, but that should there be any appreciable increase in the traffic 
in the ports with resulting congestion preferential berthing facilities may again 
be afforded the vessels of Lloyd Brasileiro to the detriment of vessels of the 
United States. It is therefore urgently requested that the Decree-Law No. 347 
be repealed and nullified to reinstate the provisions of Decree-Law No. 24,511 
requiring nonpreferential treatment. The objectionable provisions of Decree- 
Law No. 347 could be invoked at any time by the Brazilian Government and 
the port officials so long as it remains in effect. 


HARBOR AND PORT FEES 
Lighthouse dues 

Brazilian Decree-Law No. 5406 of April 14, 1943, requires all foreing vessels 
to pay lighthouse dues at the rate of approximately $109 U. S. C. per port of call, 
for each of the first two ports in Brazil on each trip. Freight ships without 
packet privileges are required to pay the dues at all ports of call. 

Decree-Law No. 5406 provides that lighthouse dues shall not be collected from 
foreign vessels chartered to Lloyd Brasileiro or other companies enjoying the 
same privileges as the Lloyd. This is highly discriminatory against United States 
flag vessels and imposes an additional burden which is not carried by the com- 
petitive Lloyd Brasileiro for its own vessels and vessels employed for its account. 
Pilotage 

Pilotage fees in Brazil are based on the net registered tonnage of the vessels. 
In most Brazilian ports foreign flag vessels entering and clearing are required 
to pay considerably higher charges than vessels flying the Brazilian flag. It is 
understood that the pilotage fees vary in the various ports, but at the two busiest 
ports in Brazil, Santos and Rio de Janeiro, vessels flying the Brazilian flag are 
granted a reduction of 40 to 30 percent, respectively, over the regular tariff 
rates. 

These two discriminations relating to lighthouse dues and pilotage are dis- 
criminatory, do not provide equality of treatment for vessels of the United 
States, and the discrimination should be eliminated through diplomatic efforts, 
or the United States should refuse to give vessels of Brazil comparable equality 
with vessels of the United States in ports of the United States. 


TAXES 

Remittance tax 
Brazilian Law No. 156 of November 27, 1947, which is outlined in Circular 
No. 130 of January 7, 1948, issued by the Banco do Brazil imposes a 5 percent 
remittance tax which is applicable to all transfers of funds abroad. This 5 per- 
cent remittance tax is, in effect, an additional tax imposed upon United States 
flag vessels operators doing business in Brazil and is a burden upon such trade 
and commerce not imposed upon the Brazilian merchant fleet. It is an addi- 
tional burden upon freedom of trade and commerce between the United States 
and Brazil, and it is urged that representations be made to the Brazilian Govern- 
ment that such a burden upon freight and passenger revenues of United States 


flag vessels be forthwith removed. 7 


Stamp tar 

Brazilian Decree-Law No. 4655 of September 3, 1942, imposes a special stamp 
tax on the freight revenue declared in the ship manifests of all foreign vessels. 
The tax amounts to approximately 25 cents for each United States $50 or frac- 
tion thereof and is payable to the Brazilian customs within 8 days after the 
vessel departs from the port. The tax is collectible from the vessel operator and 
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is not recoverable from the owners of the cargoes shipped. The vessels of Lloyd 
Brasileiro are exempted from the tax, which is a clear discrimination against 
United States flag vessels and imposes a burden which is highly disadvantageous 
and competitively detrimental. 


Withholding tar 

The Brazilian income tax law promulgated as Nos. 154 of November 25, 1947, 
and 24,239 of December 22, 1947, provide a 15 percent income tax withheld at the 
source from most amounts paid or accrued to nonresidents. With respect to 
foreign steamship lines, the withholding tax of 15 percent under article 97 is sub- 
ject to cancellation if the Brazilian Government and the Government of the 
foreign flag vessel has in effect a reciprocal tax-exemption treaty or agreement, 

The United States Government does not impose any such withholding tax, and 
it is urged that the Brazilian Government place United States flag vessels in the 
same equality of treatment in the ports of Brazil with respect to this withholding 
tax. It does not appear to be a question of reciprocal tax exemption in this in- 
stance, but the placing of United States flag vessels upon equality of treatment 
with the Brazilian flag vessels in the ports of the respective countries, 


DIRECTED ROUTINGS 


Through the process of governmental control of exchange and the absolute de- 
pendence upon the Government by Brazilian exporters and importers in relation 
to exchange facilities, the Brazilian Government is in a position to and has exer- 
cised control of transportation of export and import trade. It has directed the 
routing of commodities via the vessels of Lloyd Brasileiro to the exclusicn of 
vessels of the United States. This constitutes a discriminatory and unfair com- 
petitive burden against vessels of the United States. Numerous reports have 
been received of instances where Brazilian exchange control has prevented the 
United States flag vessels obtaining cargces which had been arranged for ship- 
ments and were later ordered transported by vessels of Lloyd Brasileiro. 


INVESTIGATION AND ACTION 


Your petitioner respectfully requests that the complaints herein made be ex- 
peditiously investigated and the results of such investigation be forthwith re- 
ported to the President with recommendations that immediate diplomatic action 
be instituted with a view to securing from the Government of Brazil such equal 
privileges as are contemplated by section 26, Shipping Act, 1916, for vessels of the 
United States and remove the burdens upon commerce now imposed upon vessels 
of the United States by the laws, decrees and practices herein above set forth. 


SUPPLEMENTAL AUTHORITY 


As supplemental and further authority of the Commission with respect to con- 
ditions unfavorable to shipping in the foreign trade of the United States arising 
out of foreign laws, rules, or regulations or from competitive methods or prac- 
tices of owners, operators, agents, or masters of vessels of a foreign country, or 
the agencies and instrumentalities of a foreign government, the attention of the 
Commission is respectfully called to section 19, Merchant Marine Act, 1920. 

NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
FRAZER A, BAILEY, President. 


[9 Stat. at Large, 1001] 
BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


Whereas, by an act of the Congress of the United States of the twenty-fourth 
of May, one thousand eight hundred and twenty-eight, entitled “An Act in addi- 
tion to an Act entitled ‘An Act concerning discriminating duties of tonnage and 
impost, and to equalize the duties on Prussian vessels and their cargoes,’” it is 
provided, that upon satisfactory evidence being given to the President of the 
United States, by the government of any foreign nation, that no discriminating 
duties of tonnage or impost are imposed or levied in the ports of the said nation 
upon vessels wholly belonging to citizens of the United States, or upon the 
produce, manufactures, or merchandise imported in the same from the United 
States, or from any foreign country, the President is thereby authorized to issue 
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his proclamation, declaring that the foreign discriminating duties of tonnage 
and impost within the United States are, and shall be, suspended and discontinued, 
so far as respects the vessels of the said foreign nation, and the produce, manu- 
factures, or merchandise imported into the United States in the same from the 
said foreign nation, or from any other foreign country, the said suspension to 
take effect from the time of such notification being given to the President of the 
United States, and to continue so long as the reciprocal exemption of vessels be- 
longing to citizens of the United States, and their cargoes, as aforesaid, shall be 
continued, and no longer: 

And whereas satisfactory evidence has lately been received by me, from his 
Majesty the Emperor of Brazil, through an official communication of Mr. Felippe 
Jose Pereira Leal, his chargé d'affaires in the United States, under date of the 
25th of October 1847, that no other or higher duties of tonnage and impost are 
imposed or levied in the ports of Brazil upon vessels wholly belonging to cit z2ns 
of the United States, and upon the produce, manufactures, or merchandise im- 
ported in the same from the United States, and from any foreign country what- 
ever, than are levied on Brazilian ships and their cargoes in the sume ports under 
like circumstances : 

Now, therefore, I, James K. Polk, President of the United States of America, 
do hereby declare and proclaim, that so much of the several acts imposing dis- 
criminating duties of tonnage and impost within the United States, are, and shall 
Le, suspended and discontinued so far as respects the vessels of Brazil, and the 
produce, manufactures, and merchandise imported into the United States in the 
same, from Brez'l and from any other foreign country whatever, the said suspen- 
sion to take effect from the day above mentioned, and to continu thenceforward 
so long as the reciprocal exemption of the vessels of the United S‘ates, and the 
produces, manufactures, and merchandise imported into Brazil in the same as 
uforesaid, shall be continued on the part of the government of Brazil. 

Given under my hand, at the city of Washington, this fourth day of November, 
in the year of our Lord one thousand eight hundred and forty-seven, and the 
seventy-second ef the independence of the United States. 

By the President. 

JAMES K. Pour. 
JAMES BUCHANAN, 
Secretary of State. 


MERCHANT MARINE COMMISSION CREATED 


The President of the Republic signed a decree-law creating the Merchant 
Marine Commission (Decree-law No. 3100). 

The following is the text of the decree-law : 

“Art. 1. There is created the Merchant Marine Commission, administratively 
and financially autonomous, for the purpose of regulating the Brazilian inland, 
Inke and ocean navigation as provided in this decree-law and its regulations. 
The Commission is to have its seat in the Federal District with jurisdiction over 
all Brazilian territory. 

“Arr. 2. The Commission shall: 

“(a) organ’ze the traffic schedules of Brazilian vessels employed in ocean, 
river, and lake navigation whether owned privately or by the Government, 
States, or Municipalities ; 

“(bh) establish the services of each company or ship owner, the sailing 
schedules, the distribution or tonnage space allotment of each fleet or unit, 
the length of stay at each port, and the adjustment of traffic with other 
transportation services ; 

“(c¢) study, ergan.ze, and alter, keeping in mind regional peculiarities, 
the freight tariffs and personnel salaries, fixing those that must obligatorily 
be observed. 

“(d) subsidize, subject to the authorization of the President of the Re- 
public, the unprofitable services of the Merchant Marine; 

“(e) judge the conditions of sale or charter of Brazilian vessels, subject 
to previous approval, even though for transport services between foreign 

"ports; 

“(f) authoriz? the purchase of all material that is imported for the 
Brazilian Merchant Marine; 

“(e) grant permission for extra voyages to Brazilian or foreign ports; 

“(h) study and propose to the Government the unification of services of 
the Merchant Marine. 
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“Arr. 3. The Commission is to be composed of 3 members, appointed in com- 
mission by the President of the Republic, who among them will appoint one as 
President, establishing the order of his substitution. 

“Arr. 4. To the incumbent President is assigned the legal representation of the 
Commission. 

“Art. 5. The auxiliary services of the Commission shall be executed by the 
following departments : 

“(a) Secretarial ; 

“(b) Accounting; 

“(c) Statistical. 

“Only paragraph: The organization and the execution of the services as well as 
the personnel and salary scale shall be regulated in the proposal which the 
Commission shall submit for approval to the Secretary of Transportation and 
Public Works. 

“Art. 6. The employees of the Merchant Marine Commission are not government 
employees and to the President of the same is invested the right to employ, 
grant leaves of absence, censure or dismiss them. 

“Art. 7. The Commission shall propose to the Governnient, whenever necessary, 
through the Secretary of Transportation and Public Works, the creation of sub- 
commissions, to which it may delegate its powers and attributes. 

“Arr. 8. There shall be instituted a special revenue composed of : 

“(a) one milreis per ton or cubic meter, according to the unit in which the 
freight is paid, on all merchandise imported from foreign countries by water ; 

“(b) one milreis per ton or cubic meter, according to the freight having 
been collected per ton or cubie meter, on all merchandise leaving from a 
Brazilian port, whether in the coastwise or in the export commerce to foreign 
countries ; 

*“(c) the fines dues for violation of this law and from the decisions of the 
Commission. 

“Par. 1. The taxes and the fines to which this article refers shall be due 
30 days after the publication of the present law. 

“Par. 2. The collection is incumbent upon the Customs and Revenue De- 
partments which shall deposit the proceeds in the nearest agencies of the 
Banco do Brasil for the account of the Commission, after deducting 5% in 
favor of the National Treasury. 

“Par. 3. There shall be excluded from the payment of the taxes established 
in articles “a” and “b” all shipments of Brazilian coal and the commodities 
referred to in article 5 of decree-law No. 2615 of September 21, 1940. 

“Arr. 9. Subject to previous budgeting and approval of the President of the 
Republic, the revenue to which article 8 refers shall be applied ; 

“(a) In the maintenance of the services of the Commission: 

“(b) In financing the purchases and construction of vessels, repairs and re- 
construction of floating material and in the adaptation of vessels to burn 
Brazilian coal. 

“Arr. 10. The budget of the Government shall consign annually a flat grant to 
the Merchant Marine Commission who is to apply this money in accordance 
with the disposition of article 2, letter ‘d’ to subsidize a Brazilian navigation 
line operating at a loss, whether now existing or to be established, and also on 
voyages undertaken in the interest of Brazilian national economy. The un- 
alterable condition for obtaining this subsidy is that the service or voyage be 
approved by the Government through the Merchant Marine Commission. 

“Art. 11. The Commission shall have the -power to requisition whatever 
Brezilian Merchant vessel that may be laid up in Brazilian or foreign waters, 
executing the necessary repairs, equipping and supplying the vessel for the 
traffic, and refunding to the owner the net balances of the utilization, after 
the payment of the repairs, equipment and operations. 

“Arr. 12. The Coastwise Freight Conferences and any other organizations in 
the Federal District and in the States, whose finalities coincide with those of 
the Commission, must cease their activities on the date which shall be fixed 
by the Commission. 

“Only paragraph: As far as possible, the Commission shall employ in the 
services mentioned in Article 5, the employees of the Coastwise Freight Confer- 
ences who shall have more than one year of service on the date of this law. 

“Arr. 13. Liable to fines are: 

“(a) From 10 to 100 contos de reis, the owner, or company who directly 
or through his Agents, Captains or representatives shall vielate any pro- 
vision of this law or any decision of the Commission. 
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“(b) From 100 mil reis to 20 contos de reis, those who in any manner aid 
in practicing, hiding or dissimulating an infraction. 

“ArT. 14. The briefs for violations shall be prepared and judged by the Com- 
mission, the defendant being allowed 30 days to submit his defense. Against 
the decisions of the Commission recourse can be had without suspensive effect, 
with the Secretary of Transportation and Public Works. 

“ArT. 15. All fines not paid within 30 days from the date of the notification 
shall be collected based on the practice adopted for the collection of the active 
debt of the Public Treasury, 25% of these amounts effectively collected under 
this title reverting to the Institute for Retirement and Pensioning of Seamen. 

“ArT. 16. The Commission which is subject to an annual accounting shall 
present to the Secretary of Transportation and Public Works not later than the 
10 of each month, a statement of its financial position and a factual report of 
its activities during the previous month. 

“ArT. 17. The members constituting the Merchant Marine Commission will 
receive a monthly salary of 5 contos de reis. 

“Only paragraph: If the nominee be of the Military or Government service, 
he shall not receive the salary above established, but shall have the right to 
receive a bonus for his representation, to be arbitrated by the President of the 
Republic, being furthermore assured of all the rights and integral advantages 
of his post or effective position. 

“ArT. 18. All contracts and legal dispositions which may have granted sub 
sidies or assistance to ship owners and navigation companies are hereby revoked, 
all of its effects ceasing. 

“ArT. 19. All provisions to the contrary are hereby revoked.” 


Decker Law 5406, Aprit 14, 1943, Mopirication or Ligut-Housm Dues 


The President of the Republic issued the following Decree-Law: 

“ArT. 1. Foreign vessels heading for Brazilian ports, proceeding from foreign 
or national ports, with cargo or in ballast, carrying passengers or not, anchored 
or in the stream, are obliged to pay Light-House dues in the amount of Two 
Thousand Cruzeiros (Cr. $2,000). 

“Sole paragraph: This tax is due as many times as said vessels enter any 
national port, both outgoing as well as returning. 

“Arr. 2. Officially recognized mail steamers, i. e., vessels carrying passengers, 
mail, and cargo, and vessels of the regular shipping lines enjoying the same 
privileges, shall pay said dues in the two first ports touched, both outgoing as 
well as returning. A certificate of such payment is to be requested to be used 
as proof at the remaining ports. 

“Art. 3. Light-House dues shall not be collected: 

*“(1) from foreign vessels chartered to the Lloyd Brasileiro or other 
company enjoying the same privileges as the Lloyd. 

“(2) from foreign vessels, which having left a port where they paid the 
dues, touched or entered another port of the same State, or returned to the 
same port which they left, due to bad weather or force majeure. — 

“(3) from foreign vessels forced into port for the humanitarian purpose 
of saving lives, for purchase of medicine, water, stores, supplies, necessary 
repairs, landing of survivors, or sick persons, not making any profit at the 
port. 4 

“(4) from pleasure ships or yachts, from vessels of instruction or war, 
from vessels exclusively carrying tourists, provided they do not load or dis- 
charge, from vessels conducting scientific expeditions, provided they do not 
effect commercial transactions, from vessels of foreign companies who by 
treaty or contract are exempt from any tax whatsoever. 

“(5) from vessels of less than 1,000 tons capacity. 

“Sole paragraph : If vessels covered in the 3rd item of this article effect com- 
mercial transactions in the port entered, they pay as only tax the amount of 
Cr. $500. 

“Art. 4. The outgoing voyage is considered the entire voyage the vessel makes 
until entering the port of destination and the return voyage the return of the 
vessel from that final port of destination. 

“Sole paragraph : If the itinerary is altered and the vessel goes first to the port 
of destination, the entrance into that port is considered the end of the outgoing 
voyage, and leaving the port of destination is considered the return voyage. 
Lighthouse dues in that case will be paid at the port of destination and at the 
two first ports of the return voyage, when a mail steamer is concerned or a vessel 
considered as such. 


ste 
Dil 


ary 
Re 


er 
de 
of 


re 
le: 
in 
hi 
al 


r 
I 


a tt on 


er aid 


Com- 
rainst 
effect, 


cation 
active 
under 
amen. 

Shall 
in the 
ort of 


1 will 


rvice, 
tht to 
of the 
itages 


| sub- 
‘oked, 


reign 
hored 
, Two 


r any 


izgers, 
same 
ng as 
used 


other 


d the 
‘0 the 


rpose 
ssary 
it the 


war, 
r dis- 
o not 
ho by 


com- 
int of 


nakes 
f the 


> port 
going 
vage. 
it the 
vessel 


DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 35 


“Arr. 5. Vessels of the. regular steamship lines in order to be considered mail 
steamers, should apply to the Directoria Geral da Fazenda Nacional (General 
Directorate of Finance), by means of a petition prepared through the intermedi- 
ary of the Directoria das Rendas Aduneiras (Directorate of Customhouse 
Revenue), and accompanied by: 

“(a) certificate of the respective Customhouse, certifying the legal status 
of the Line. 

“(b) a document providing the cargo capacity of the vessel, for which 
purpose letter of registration, license, or certificate of Lloyds’ Register may 
be presented. 

“1. The petition thus prepared will be presented to the Director-General 
for his judgment, who, based on the documents, will order the issuance of 
the declaratory letter, to which will be affixed, twice, stamp No. 31 of the 
Tariff attached to Decree-Law 4655 of September 3, 1942, at the Revenue 
Department (Recebedorial) of the Federal District or at the Customhouse 
in the various states of the country. 

“29 The granting of the qualifications of a mail steamer involves ful- 
fillment of the obligations contained in Chapter XIX of D. L. 10,524 dated 
October 28, 1913, of D. L. 16,300 dated December 31, 1923, of Art. 54 of 
D. L. 4984, dated December 31, 1925. 

“Arr. 6. After the formalities mentioned in the previous article and its para- 
graphs have been complied with, the Directorate of Customhouse Revenue will 
despatch a relative circular to the Customhouse and Custom Revenue Boards 
of the Republic. 

“Art. 7. The granting of the privileges of a mail steamer, previously granted, 
remains guaranteed to the present vessels of the regular lines already duly 
legalized ; it is understood, however, that any vessel which may be incorporated 
in the fleet or may substitute another already enjoying these privileges, will only 
have these advantages after completion of the procedure herein described and 
after payment of the taxes required in this Decree-Law. 

Art. 8. The granting of mail steamer privileges to national vessels continue 
to be ruled by Chapter XIX of D. L. 10,542, dated December 23, 1915, it being 
the task of the Ministry of Communications and Public Works to study and des- 
patch the petition submitted for this purpose. 

“Sole paragraph: The Ministry of Communications and Public Works will 
advise the Ministry of Finance of the concession granted, so that the latter may 
issue the declaratory letter, collect the stamps due and make the respective 
communication by circular letter to the Custom Houses and Custom Revenue 
Boards. 

“Art. 9. The present Decree Law will enter into effect on the date of its pub- 
lication, all contrary dispositions having been revoked.” 


[Free translation] 


PILOTAGE 
Santos 

Article No, 4 of Notice N. 1252 dated May 28, 1948, issued by the Navy Ministry 
states: 

“The national vessels employed in regular service to this port will receive a 
reduction of 40 percent on all rates of this tariff.” 

Rio de Janeiro 

Article No. 3 of Notice 1588 dated July 10, 1945, issued by the port Captain 
of Rio de Janeiro states: 

“The national vessels employed in regular service to this port will receive a 
reduction of 30 percent on all rates of this tariff when the service of the pilot 
is utilized.” 

{Free translation] 


BANK OF BRAZIL, DIRECTORATE, 
Rio de Janeiro, January 7, 1948. 


CIRCULAR (FrBan) No. 130—To BANKs AND BANKING HovUsEs 


Board of exchange—5 percent Tar on Transfer of Money Abroad.—We are 
giving below, rules which must be followed for the correct application of law 
No. 156 of November 27, 1949, published in the Official Gazette of December 
6, 1947. 
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COLLECTION OF THE TAX 


1. Commencing January 1, 1948, all operators which represent transfer of 
funds abroad are subject to 5 percent tax, in accordance with articles 1 and 2 
of law No. 156 of November 27, 1947, and the exemptions provided for in this 
law shall be observed. 

2. The tax of 5 percent is to be collected by the banks on the exchange contracts 
and its calculation shall be based on the equivalent in cruzeiros object of the 
operation agreed. 

3. The amount collected shall be deposited at the Bank of Brazil 8. A., credited 
to account “205—cash public deposits” with a subtitle “Federal Government 
Account Law No. 156 of November 27, 1947.” 

4. The collection mentioned in the preceding item is compulsory and must be 
made within 5 days counting from the date when it is received by banking 
houses, by means of a special printed form duly checked and certified by the 
respective bank comptroller. 

5. Those who fail to deposit the 5 percent collection at the Bank of Brazil 
within the limit of time specified by the law, shall be subject to a fine of 20 
percent on the value of the transaction. 

6. It is the duty of the bank comptroller to make sure that the instructions 
relative to the collection of the above tax are strictly followed, and they must 
insist that all the necessary proofs be presented to them, including the evi- 
dence which may be obtained by the presentation of accounting entries, pro- 
visional notes, receipts, exchange contracts, letters, and any other documenta- 
tion which may be indispensable to prove the regularity of the collection of 
this federal income. 

7. In accordance with its wording, this law (156 of November 27, 1947) does not 
comprise exclusively exchange sales effected by banks, but all operations repre- 
senting transfer of funds abroad are subject to the 5 percent tax, with a few 
exceptions, indicated by the title “exemptions” in the present circular. 

Consequently, the following are not exempt of this tax: 

(A) any operation in cruzeiros, which represents or which is equivalent 
to transfer of funds, including compensations, when allowed. 

(B) any transaction through the account “Freight and Commissions 
Brazilian Exports”, which may cause transfer of money to foreign countries. 

8. Clarifying any doubts as to the extension of the exemption provided for in 
ariticle 3 of law n. 156, the following operations are also subject to the payment 
of the tax of 5 percent: 

(a) Any transfer of funds abroad for the benefit of the Union, of the States 
or counties, Whether importation or for any other purposes, with the excep- 
tion of those destined exclusively to the amortization and interests of the 
foreign debt. 

(>) Transfer of profits or other incomes of any nature, as well as excess 
of the percentages established in articles 6 and 8 of decree-law n. 9,025 of 
February 27, 1946, and therefore the exemption granted for return of capitals 
and for the remittance of interests and dividends is restricted to the limits 
provided for in those articles. 

(c) Importation of any foodstuffs, until such time as the Government 
issues a decree specifying the exemptions; 

(d) Importation of paper for the press and for books provided it is not 
exempt of payment of customs duties. 

(e) Remittance of funds for the benefit of individuals of any diplomatic 
mission or consular offices, since the exemption granted does not include its 
members, individually speaking. 

(f) Transfer of funds of anv kind, whether for importation or any other 
purposes, when same are in behalf of Government Departments. 

9. After determining the application and collection of the 5-percent tax at the 
closing of the exchange, all the petitions registered at the Board of Exchange 
prior to January 1, 1248, whether supported by deposits or not, are subject to the 
payment of that tax, provided the respective exchange is closed in 1948, notwith 
standing the fact that it was authorized in the last days of 1947. The only excep- 
tions are: Closing of exchange relative to importation of merchandise entered 
in Brazilian customs houses up to December 31, 1947, provided that the conditions 
established by Portaria n. 443 of December 12, 1947, of the Minister of Finance, 
are accomplished. 





194 
san 


44. 
th 
vi 
en 
tic 


ex 


in 
in 


fer of 
and 2 
n this 


tracts 
of the 


edited 
nment 


ust be 
inking 
yy the 


Brazil 
of 20 


ctions 
' must 
ie evi- 
5, pro- 
nenta- 
ion of 


es not 
repre- 
a few 


valent 


issions 
ntries. 
for in 
Vinent 


States 
excep- 
of the 


excess 
025 of 
apitals 
limits 


‘nment 
is not 


omatic 
ude its 


y other 


at the 
change 
to the 
twith 
excep- 
ntered 
ditions 
nance, 


DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 37 


EXEMPTIONS 


1. In accordance with the wording of article 2 of law n. 156 of November 27, 
1947, the following are exempt of payment of the 5-percent tax established by this 
same law: 

(a) Remittance of funds destined exclusively to the amortization of the 
foreign debt of the Union, the States, and counties. 

(b) Remittance of funds relative to return of foreign capitals applies in 
Brazil, provided the annual transfer parcel does not exceed 20 percent of the 
capital registered at the Board of Exchange. 

(¢) Remittances of interests and dividends of foreign capitals applied in 
Brazil provided they do not exceed 8 percent of the value of the capital 
registered at the Board of Exchange. 

(d) Remittance of funds for the payment of indispensable foodstuffs as 
may be determined by decree of the President of the Republic. 

(ce) Remittance of funds for the payment of fuel and lubricating oil. 

(f) Remittances of funds for the payment of paper for the press and books, 
provided this paper has been imported duty-free. 

(7) Remittance of funds of the exclusive interest of diplomatic missions 
and consular offices provided there is reciprocity of treatment recognized by 
the foreign ministry. This exemption does not apply to the officials of these 
missions or offices individually. 

4h) Operations between banks in the country, provided such operations 
are duly authorized. 

2. In accordance with explanations of the Minister of Finance as per Portaria h. 
443 of December 12, 1947, published in the Official Gazette of December 16, 1947, 
this law does not concern exchange contracts closed as of January 1, 1948, pro- 
vided they are destined for the payment of the importation of merchandise 
enered in Brazilian customs houses up to December 31, 1947, and this last condi- 
tion must appear in the respective customs’ dispatch. 

3. Since this tax is chargeable as of January 1, 1948, at the closing of the 
exchange, it is clear that any exchange contract dated up to December 31, 1947, 
is not subject to this tax, now or in the future, even if its liquidation is effected 
in 1948, or even if the respective goods (in case of importation) enter the country 
in 1948. 

4. There will not be collection of the 5-percent tax in the following cases of 
sales exchange by banking houses: 

(a) Exchange sold in order to cancel exchange contracts not yet liquidated. 

(b) Exchange sold for the reversal of position. 

Very truly yours, 

Bank or Brazii 8S. A., Boarp or EXcHance, 
(Signed) ANvroxro bE Morars Reco, 
ALFXANDER PEREIRA DOS SANTOS. 


Moorn-McCorMack (NAVEGACAO) S. A,, 
Sdo Paulo, Brazil, S. A., April 26, 1949, 
Confidential. 
From: Edwin Lange, Larsson, mannger, Sao Paulo. 
To: Mr. S. J. Mueller, A. ‘TT. M., New York. 
Re: Hudson motorcar shipments to Rio de Janeiro and Sio Paulo. 


We have for acknowledgment your letter of the 15th inst., advising us that 
the Hudson Motor Car Co. were expecting insfructions from their distributors 
in Rio and Sado Paulo to ship exctusively or preferably via Lloyd Brazileiro. 

Upon receipt of your letter, we contacted the manager of Auto Geral here, 
who are the distributors of the Hudson motorcars, Packard, ete., ete., and regret 
to inform you that very contidentially he admitted that in order to obtain 
import licenses and exchange remittance from the Bank of Brazil, they were 
forced, among other obligations, to agree to ship exclusively via Lloyd Brasileiro, 
for a period of at least 6 months. After this 6 months’ period, he hopes to be 
able to change these instructions, and he also promised that he would advise 
Hudson Motor Car Co, to cooperate with us so that they would have a few 
cars ready for shipment at the time when Lloyd Brasileiro have no ships sailing 
out of New York. 

There is no doubt in our minds but that this is not the only deal Lloyd 
Brasileiro have landed through the Bank of Brazil, but similar cases are bound 
to appear every day as long as the scarcity of dollars persists, 


EDWIN LANGE LARSSON, Manager. 
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Exarsir C 


NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
Washington, D. C., September 15, 1949. 
UNITED STATES MARITIME COMMISSION, 
Washington, D. C. 

GENTLEMEN: In re section 26, Shipping Act, 1916 (U. 8S. C., title 46, sec. 825), 
with respect to Ecuador. 

Section 26. “The board (Commission) shall have power, and it shall be its 
duty whenever complaint shall be made to it, to investikate the action of any for- 
eign government with respect to the privileges afforded and burdens imposed upon 
vessels of the United States engaged in foreign trade whenever it shall appear 
that the laws, regulations, or practices of any foreign government operate in such 
a manner that vessels of the United States are not accorded equal privileges in 
foreign trade with vessels of such foreign countries or vessels of other foreign 
countries, either in trade to or from the ports of such foreign country or in 
respect of the passage or transportation through such foreign country of pas- 
sengers or goods intended for shipment or transportation in such vessels of the 
United States, either to or from ports of such foreign country or to or from 
ports of other foreign countries. It shall be the duty of the board (Commission) 
to report the results of its investigation to the President with its recommendations 
and the President is hereby authorized and empowered to secure by diplomatic 
action equal privileges for vessels of the United States engaged in such foreign 
trade. And if by such diplomatic action the President shall be unable to secure 
such equal privileges, then the President shall advise Congress as to the facts 
and his conclusions by a special message, if deemed important in the public 
interest, in order that proper action may be taken thereon.” 


PARTICULARS OF COMPLAINT 


It is alleged hereby, substantiated by statements of facts and acts of adminis- 
tration in particular details hereinafter set forth, that the Government of Ecuador 
directly and indirectly through certain of its laws and decrees, and by executive 
and administrative practices, has discriminated against vessels of the United 
States, has granted special and preferential privileges to vessels of its own 
registry and of countries other than the United States, has imposed upon vessels 
of the United States burdens of international commerce, and has not accorded 
equal privileges in the foreign trade of Ecuador with vessels of its own owner- 
ship. interest, and registry to and from the ports of Ecuador; all of which 
is detrimental to vessels of the United States and the commerce of the United 
States, and within the purview of the provisions of section 26 cited hereinabove. 


PETITION TO UNITED STATES MARITIME COMMISSLON 


Upon the basis of these allegations, and the spocifications herein set forth, it is 
respectfully requested that the United States Maritime Commission investigate 
the action of Ecuador and its agencies and instrumentalities and report the 
results of its investigations to the President with recommendations that prompt 
action be taken through diplomatic channels to secure equal privileges for vessels 
of the United States engaged in such foreign trade with the ports of the country 
of Ecuador; and if the President be unable to secure such equal privileges for 
vessels of the United States, advice thereof be given by the President to the 
Congress of the United States as provided in said section 26, Shipping Act, 1916. 


STATEMENT OF FACTS 


The National Federation of American Shipping, Inc., on behalf of its mem- 
bers submits the following statement in support of this petition. 

In order to fully comprehend the serious and detrimental effect to vessels 
operating under the United States flag in commerce with Ecuador resulting 
from discriminatory laws, decrees, and practices a brief history of the service 
and practices of the operation of the Flota Mercante Gran Colombiana since 
the inauguration of its services in May 1947, together with comparative traffic 
Statistics since that date, is essential. 
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FLOTA MERCANTE GRAN COLOMBIANA, 8. A. 


Flota Mercante Gran Colombiana, S. A., is an organization formed under the 
laws of Colombia with capital of 35,000,000 Colombian pesos. The national 
interest is Colombia 45%, Venezuela 45%, Ecuador 10%. The principal stock- 
holders were reported to be as follows: 


Shares 
Federacion Nacional de Cafeteros (Colombia) ~~ .----_______________ 1, 412, 500 
Compania Nacional de Navigacion (Colombia )~-..----_-----_---___ 5, 000 
Banco Agricola y Pecuario (Venezuela) _...------....----__------_- 1, 417, 500 
Banco Nacional de Fomento (Bcuador)-....-...._--_---_---_--__- 315, 000 


It is alleged and understood that Flota Mercante Gran Colombiana, 8S. A., is @ 
government-owned and controlled organization. Upon its Board of Directors are 
such officials of the yovernment as the Minister of National Economy, the Min- 
ister of Public Works, the Minister of War, of Colombia. It is also understood 
that members of Boards of Directors of the organization also represent the gov- 
ernments of Venezuela and Ecuador and ihat the venture is controlled by the 
three countries. Also on the Board of Directors are certain management ofiicials 
of the organization. 

The organization is reported to own eight vessels, three of which fly the flag 
of Venezuela, three fly the flag of Colombia, and two fly the flag of Ecuador. 
Three modern 141%4-knot vessels, with a dead-weight capacity each of some 8,300 
gross tons, a bale capacity of 415,000 cubic feet, and refrigeration capacity of 
27,000 cubic feet, have been purchased by Flota Merecante Gran Colombiana in 
Canada. One vessel is already on berth at New York, the second has been 
launched, and the third is to be delivered early fall. The head office of the 
organization is in Bogota, Colombia. The orgonization maintains offices in vari- 
ous locations, has a wholly owned subsidiary, Grancolombiana, Inc., a New York 
corporation which acts as genera! agents in the United States, and the organ- 
ization is represented elsewhere by agents, according to the records. 

The services of Flota Mercante Gran Cvlombiana between the United States 
and Ecuador were inaugurated in June 1947. In April and May 1947 Flota 
Mercante Gran Colombiana applied for membership in the Steamship Conferences 
relating to ocean-borne commerce between Ecuador, Colombia, and the United 
States. It was immediately granted full membership upon equal terms and con. 
ditions with all other members of the Conferences. The Conference Agreements 
are filed with and are among the records of the United States Maritime Com- 
mission. The eight vessels (C1I-MAV-1 type), freighters, were purchased by 
the organization from the Maritime Commission un'er the provisions of the 
Merchant Ship Sales Act, 1946. It is understood that the organization also 
operates chartered vessels in its services. 

In August 1947 the Flota Merecante Gran Colombiana was granted full nem- 
bership in the Association of West Coast Steamship Companies, which since 1924 
has governed northbound ocean-borne freight rates from Ecuador to the United 
States and other destinations. 

The cbligations of membership in these Cunferences and the benefits of the 
disclosure to the member lines of all of the Conference information and traffic 
data are upon the basis that the members of the Conferences assume mutual 
responsibilities and conformance with the Conference Agreements and rules made 
thereun’er. Among the obligations provide! in the organic agreements is that 
no member shall engage, in any manner whatsoever, in the transportation of 
‘argo at rates or charges under terms different, from those provided in the agree- 
ments and the tariffs established by the Conferences. Contrary to the legal and 
moral obligations undertaken, the record shows that the Ecuadorian Govern- 
ment and Flota Mercante Gran Colombiana have taken steps which defeat the 
Conference’s endeavors to avoid discriminations and preferential treatment. 

The purpose of the provisions is basic and fun amental; namely, to promote 
the commerce of Ecuador and the United States by providing stability of rates 
for the benefit of exporters and importers; to prevent undue advantages, unfair 
practices, and discriminations; and to enable Conference members to compete 
on a strictly commercial basis on fair and equitable terms of all users of transpor- 
tation facilities. 

ECUADORIAN INSTRUMENTALITY 


The Government of Ecuador has enabled its instrumentality or agency, the 
Flota Merecante Gran Colombiana, to engage in discriminatory practices con- 
trary to the obligations of the Conference agreements, and the Government of 
Ecuador has by laws, decrees, and administrative practices granted preferential 
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and discriminatory considerations to the vessels of Flota Mercante Gran Colom- 
biana and as to cargoes transported in vessels of Flota Mereante Gran Colom- 
biana and has not accorded equal privileges to vessels of the United States. 


DISCRIMINATORY LEGISLATION AND DECREES BY ECUADOR 


On March 31, 1937, the Ecuadorian Supreme Decree No. 240 (exhibit A) was 
approved, providing that Ecuadorian-flag vessels be given preferential rates on 
certain port dues and other port charges at all Ecuadorian ports. At the time 
there were but few Ecuadorian vessels and the discriminatory effect was not 
considered material nor competitively detrimental, but the imposition of the 
preferential dues imposed by the decree upon United States-flag vessels con- 
stitutes a burden increasing in the ratio of the number of voyage entrances at 
Ecuadorian ports. To illustrate, under the decree six C—2-type steamers with 
a net registered tonnage of 4,919 tons each operated un'er the Ecuadorian flag, 
providing weekly service to Guayaquil both northbound and southbound (104 
calls per year) would incur lighthouse dues and pilotage dues in the amount of 
$2,046.72 United States currency in a year, whereas the same vessels, if operated 
under the United States flag with the same frequency of service, would incur 
costs in the amount of $26,602.16 United States currency for the same period 

On July 17, 1987, the Ecuadorian Government approved the consular law of 
1936 designated as Official Regulation No. 542, pages 1585 through 1389 of 
which provided that all shippers to Ecuador would be assessed 7 percent of 
the f. o. b. value of the merchandise for certification of documents. These fees 
are assessed and collected by the Ecuadorian consulates at the ports of ship- 
ments, 

DISCRIMINATORY PREFERENTIAL DECREES 


On February 9, 1946, the Consular Fees Act, Official Decree No. 505 (ex- 
hibit B) was approved, page 4226 of which provided that for legalization of 
consular invoices covering merchandise shipred on foreign vessels a fee of 
7 percent of the f. 0. b. value would be charged; merchandise shipped on na- 
tional (Ecuadorian) vessels would pay a fee, ad valorem, of 2.5 percent. This 
discriminatory and preferential consular fee for legalization of invoices im- 
poses a burden upon operations of United States flag vessels in favor of Ecua- 
dorian flag vessels. The detrimental effect of this 50-percent reduction in the 
consular fees on the value of the cargoes upon the free competitive privileges 
of United States flag vessels in the commerce between the United States and 
Ecuador is readily apparent, and must be evaluated in respect to the relationship 
between value of cargo, consular fees, and freight rates. 

On November 23, 1946, the Ecuadorian Government anproved Decree No, 
750 (exhibit C) (published in Quito December 2, 1946), specifying that the Flota 
Mercante Gran Colombiana fleet shall not be subject to the payment of duties, 
taxes, or other charges, whether municipal, fiscal or otherwise, as established 
by the present taxation laws, on its capital or on the operations and transace- 
tions made therewith: and also provided that the vessels and other craft of 
the Flota Mercante Gran Colombiana, while in Ecuadorian ports or Ecuadorian 
territorial waters shall not pay higher duties, taxes, or other charges than those 
lieved by Eeuadorian laws on Ecuadorian craft; and shall enjoy the same 
prerogatives and privileges as Ecuadorian craft enjoy insofar as taxation is 
involved. The decree became effective as of the date of its publication, Decem- 
ber 2, 1946. 

Upon the issuance of Decree No. 750, although making no reference whatso- 
ever to the Consular Fees Act (Official Decree No. 505) cited herein above, it 
was interpreted by the Ecuadorian authorities to mean that Flota Mereante 
Gran Colombiana vessels, regardless of the flag under which they are operated, 
were not only exempt from the payment of taxes, ete., but also entitled 
to all the preferential treatment accorded Eenadorian flag vesse's, including 
the 50-percent reduction in the ad valorem consular fees assessed for legalizing 
consular invoices applicable to all cargo loaded on any vessel owned and 
operated by Flota Mercante Gran Colombiana. 

Attention is called to the fact that Flota Mercante Gran Colombiana main- 
tains service between the United States and Ecuador with vessels under the 
Eeuadorian and Venezuelan and Colombian flags. At the present time the 
WV Republica de Venezuela under Venezuela is operating between New York and 
Guavaquil and the MV Ciudad de Bogota under the Colombian flag is operating 
between New Orleans and Guayaquil. 

Whereas the above decrees are discriminatory in favor of Ecuadorian-flag 
vessels it is even more disturbing that the legislation adopted by the Eeuadorian 
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Government allows preferential treatment to the merchant marine of two 
other nations of the American Republics (Venezuela and Colombia) and denies 
equal treatment to two other nations of the American Republics (Chile and the 
United States), and to the balance of the world’s merchant marine. Such action 
constitutes an outstanding example of discriminatory treatment in interna- 
tional commerce. Although of tremendous immediate advantage to Gran Co- 
lombiana, such discrimination cannot be of real and lasting benefit to Heuador 
as no one carrier can render service complete and adequate to all necessity 
imports nor orderly and efficient marketing of world-wide exports. Legislation 
discriminatory and detrimental to “foreign” flag carriers will inevitably have 
an adverse effect on the volume of water service available and will in turn 
be detrimental to the commerce of the United States, Ecuador, and the best 
interests of foreign trade. 


DISCRIMINATIONS BETWEEN SHIPPERS 


The actual effect of Decree No. 505 and Decree No. 750 not only is burden- 
some upon vessels of the United States compared with the fleet of Fiota Mer 
eante Gran Colombiana ; but the provisions are discriminatory as between ship- 
pers from the United States to Ecuador through the ports of New York, New 
Orleans, and Houston which are served by the vessels of Flota Mercante Gran 
Colombiana, and shippers through other ports. 

The shippers through Atlantic and Gulf ports served by Flota Mercante 
Gran Colombiana may utilize the vessels of Flota Mercante Gran Colombiana 
at a saving of 3% percent of the value of the cargoes shipped to Ecuador, 
whereas shippers who ship via Pacific coast ports of the United States and 
via other ports of the United States where vessels of Flota Mercante Gran 
Colombiana do not maintain service are required to pay the full 7 percent of 
the f. o. b. value of the cargoes for legalization of the consular invoices. This 
constitutes a serious competitive handicap and burden upon shippers using 
United States flag vessels and of vessels of other maritime nations, particularly 
with respect to Pacific coast exporters. 


EFFECT OF ECUADORIAN LEGISLATION ON REVENUES TO THE ECUADORIAN TREASURY 

The special preferential privileges granted to the vessels of Flota Mercante 
Gran Colombiana not only imposes an unfair and inequitable burden upon 
United States flag vessels, but also imposes a burden upon the Treasury of the 
Government of Ecuador insofar as the dollar revenues derived from consular 
fees upon shipments carried by vessels of Flota Mercante Gran Colombiana are 
compared with fees collectible if transportation is provided by vessels of other 
nations, including vessels of the United States. 


CARGO TONNAGE AND VALUE 


Exhibit D attached hereto shows that the Flota Mercante Gran Colombiana 
fleet tiatsported from the port of New York to Eeuador during the 
period, May, 1947 through December 1948, 22,642 gross tons of cargo. 

The actual f. o. b. value of Ecuadorian cargo loaded upon 20 United States 
flag vessels during the 5 months of 1948 was $3,352,000 United States currency. 
These 20 cargoes total 4.900 gross tons. The average f. o. b. 
approximately $685 United States currency. 

Upon this basis it may be fairly estimated that -the value of the 22,642 gross 
tons of cargo transported in the 20-month period, May 1947 through December 
1948, by Flota Mercante Gran Colombiana vessels, was $15,509,770 United States 
currency. 

The loss in consular revennes to the Treasury of Ecuador may be illustrated 
as follows: 


20-month 


value per ton was 


Gross tons carried by Gran Colombiana from New York—May 1947 


through December 1948 ; aca $22, 642 
Estimated consular invoice value at average of $685. U nited States 
eurrency per gross ton_- : ; mahi ae 15, 509, T70 
Consular fees: 
At 3% percent if shipped Gran Colombiana 542, 842 
At 7 percent if shipped other lines ‘ 1, O85, 684 


Estimated loss in United States currency revenue to BKeu: rdor on im- 
ports ex Gran Colombiana from New York only, from May 1947 
through December 1948 oo a cobb petals alls hss tenia Sccaleon Stir 542, 842 
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In December 1948 Flota Mercante Gran Colombiana handled from New York 
2,928 tons, and this rate of cargo movement is being maintained. This will 
average approximately 36,000 tons per year with f. o. b. value of approximately 
$24,660,000 United States currency, equivalent to a loss in consular fee reve- 
nue in excess of $860,000 United States currency at 3% percent. 

To this loss of consular revenue incurred upon cargo moving through the port 
of New York must be aided the loss in consular revenues on cargoes moving 
via vessels of Flota Mercante Gran Co'ombiana from Houston and New Or- 
leans with a result in total loss to the Ecuadorian Treasury of approximately 
$1,000,000 United States currency per year, which constitutes a rather serious 
loss of dollar revenue for the Ecuadorian Government. 

Can it be that such a loss might necessitate external loans by Ecuador to 
provide dollars to support its domestic economy because of insufficiency of dol- 
lar exchange funds? 


A UNITED STATES GULF PORT COMPLAINT 


Discriminations against United States flag vessels continue and as further 
evicence of the policy to grant preferential consular duties the Ecuadorian Gov- 
ernment has recently granted 50 pereent discount on censular duties and a re- 
duction of port charges for vessels of the Tropical Fruit Co. These special 
privileges of Tropical Fruit Co. are alleged to have b-en through its relation- 
ship with Flota Mereante Gran Colombiana and the Eeuadorian Government. 
‘These special privileges are denied to vessels of the United States and are ex- 
tremely detrimental and disadvantageous in the trade between Gulf ports of 
tbe United States and the ports of Ecuador. See exhibit F. 


COMPARATIVE TRAFFIC DATA 


To comprehend completely the serious adverse effects to vessels operating 
under the fleg of the United States resulting from discriminatory legislation 
adopted by the Ecuadorian Government and the discriminatory policy adopted 
by the Flota Mercante Gran Colombiana with respect to ocean-going commerce 
between Ecuador and the United States, comparative traffic statistics since the 
inauguration of Flota Mercante Gran Colombiana service are essential. 

Exhibit D shows the number of sailings provided and the long tons of cargo 
bandled by the Grace Line, Gran Colombiana, the Chilean Line, and the West 
Coast Line from New York to Guayaquil, Ecuador, during each month from May 
1947 through December 1948. It will be noted that the participation of Gran 
Colombiana in this traffic has increased from 2.7 percent with one sailing in 
June of 1947 to a high of 60.9 percent with three sailings in June of 1948, and 
that Gran Colombiana’s average participation in United States exports through 
New York has increased from an average of only 17.6 percent during the last § 
months of 1947 to an average of 44.4 percent during the 12 months of 1948. 
During 1947 Gran Colombiana averaged but 711 tens per month as compared 
with an average handled of 1,413 tons per month in 1948, an increase of 98.7 
pereent. This great increase was accomplished in spite of the fact that the 
total average monthly movement decreased during 1948 by 851 tons or over 26 
percent as compared with 1947, and in spite of the fact that Gran Colombiana 
offered on'y 19.4 percent of the total sailings. Exhibit also shows a comparison 
between the first 6 months of 1948 and 1949, with an explanatory statement. 

During this period the participation of the other conference lines dropped by the 
following percentages: 

[Percent] 


i | 
| Last 8 months | Calendar year | Loss in partic- 








1947 1948 ipation 
i OE EE ee a te a ee Ce ee Reet 23.8 7.9 | 15.9 
OR oN 11.0 | 7.0 | 4.0 
EE TID iniscasinttaseceicines invieera cae acting Maaemi a Mhairedeee eae | 47.6 | 40.7 | 6.9 
iid. csinidentinsbididienaicindinthalbteeiinevaiceglaiang isis 82.4 | 55.6 26.8 


The decrease in participation of the above carriers to only 55.6 percent during 
1948 took place even though they supplied 80.6 percent of the total sailings. 

The rapid and abnormal growth of Gran Colombiana with respect to traffic 
handled from the United States Atlantic to Guayaquil continues today and has 
been paralleled by their service from United States Gulf ports. The phenomenal 
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Success of this line in a camparatively short time has been a direct result of 
discriminatory legislation by the Ecuadorian Government in favor of vessels 
operated by Flota Mercante Gran Colombiana and the seriousness of this condi- 
tion is self-evident from exhibit D. 


ECUADORIAN PROFITS FROM FLOTA MERCANTE GRAN COLOMBIANA 


It is understood that the Ecuadorian participation in the profits from the 
operations of Flota Mercante Gran Colombiana for the first 8 months of 1947 
Was approximately $8,000 United States currency. Consequently, the Govern- 
ment of Ecuador is yielding consular revenues to the extent of approximately 
$1,000,000 United States currency per annum through granting preferential con- 
sular fees to the vessels of Flota Mercante Gran Colombiana in exchange for ap- 
proximately $8,000 per annum, its participation in the profits of the organization. 
Although Ecuador is the smallest investor in the fleet of Flota Mereante Gran 
Colombiana, Ecuador is apparently making quite a large contribution to the 
maintenance of this fleet to the detriment of Ecuador, and in doing so is guilty of 
the imposition of discriminatory burdens on foreign commerce with her ports 
transported in vessels of other nations, including the United States. 

The preferential consular fees accorded to the vessels of Flota Mereante Gran 
Colombiana consitute a reduction in ocean freight rates of from 30 to 50 percent 
depending upon the f. o. b. value of the merchandise carried in the vessels. Re- 
gardless of the efficiency and excellence of services off>red by United States flag 
vessels they cannot long endure such burdensome reductions in rates through the 
preferential fees established by the Ecuadorian Government in favor of Flota 
Mereante Gran Colombiana. It is unfair and discriminatory, and places vessels 
of the United States and shippers from the United States at a great competitive 
disadvantage. 


FREIGHT RATES——-NORTH-BOUND TRAFFIC 


Since the inauguration of the services of the Flota Mercante Gran Colombiana 
in 1947, the cost of vessel operations, such as crews serv:ces, stevedor.ng, repairs, 
materials, and overhead, have risen steadily. In recognition of these facts Flota 
Mercante Gran Colombiana has on two occasions agreed to offset these increased 
costs by increases in south-bound rates to Ecuador, but has steadfastly refused to 
consider an increase in the north-bound rates from Ecuador. ‘Lhe other conference 
members have maintained that the south-bound trades and the commodities mov- 
ing in export from the United States should be considered in relation to the 
north-bound trade and exports from Ecuador; and each should bear a propor- 
tionate share of the increased operating costs. Flota Mercante Gran Colomb ana 
has urged disproportionate increases in the rates on exports from the United 
States so as to minimize the increase in rates upon commodities moving north- 
bound from Ecuador, thereby imposing a further burden upon United States 
exports without imposing burdens of increased rates upon exports from Ecuador. 
This has the effect of subsidizing exports from Ecuador, controlled largely by the 
Ecuadorian interests. 

The Association of West Coast Steamship Companies, which controls the 
transportation from Ecuador to the United States coast ports has, since its in- 
ception, been a unanimous-vote conference because of the membership being pre- 
ponderantly of European-flag operators, The purpose of the unanimous vote was 
to protect Inter-American ccmmmerce carried by European-flag vessels. Flota 
Mereante Gran Colombiana has used the “unanimous vote” principle to block 
any increase in the north-bound freight rates to offset increased vessel operating 
costs, notwithstanding the fact that an increase was agreed to by the other 10 
member lines in the conference. Flota Mercante Gran Colombiana does not 
operate to our Pacifie coast ports but has a vote in the association on rates to 
these parts as a member. 


NO TREATY OF TRADE, COMMERCE, AND NAVIGATION 


It is understood that no treaty of trade, commerce, and navigation has ever 
been entered into between the United States and Ecuador which might have 
served to eliminate such preferential and discriminatory laws and practices as 
are hercin set forth. 

PRESIDENTIAL PROCLAMATION 


Pursuant to authority vested in the Presid-nt by title 46, section 141, the 
President of the United States on Decembor 12, 1944, issued Proclamation No. 
2632 exempting the vessels of Ecuador and the produce, manufactures, or mer- 
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chandise imported in said vessels into the United States from Ecuador or from 
any other foreign country, effective November 1, 1944, from discriminating 
duties of tonnage and imposts within the United States. Such exemption was 
to continue so long as the reciprocal exemption of vessels belonging to citizens 
of the United States and their cargoes shall be continued, and no longer. The 
Presidential proclamation was predicated upon evidence submitted by the Gov- 
ernment of Ecuador that no discriminating duties of tonnage or imposts were 
imposed or levied in the ports of Ecuador upon vessels wholly belonging to citizens 
of the United States or from the produce, manufactures, or merchandise im- 
ported in such vessels, from the United States, or from any foreign ‘country. 

Title 46, section 142 provides that whenever any foreign country whose ves- 
sels have been placed on the same footing in ports of the United States as Amer- 
ican vessels, except in the coastwise trade, shall deny to any vessels of the 
United States any of the commercial privileges, accorded to national vessels 
in the harbors, ports, or waters of such foreign country, the President, on receiv- 
ing information of the continuance of such discriminations against any vessels 
of the United States, is authorized to issue his proclamation excluding, on and 
after such time as he may indicate, from the exercise of such commercial priv- 
ileges in the ports of the United States as are denied to American vessels in the 
ports of such foreign country, all vessels of such foreign country of a similar 
character to the vessels of the United States thus discriminated against and 
suspending such concessions previously granted to the vessels of such country. 
Thereafter penalties are imposed upon the vessels of such foreign country ex- 
cluded by said proclamation from the exercise of such reciprocal privileges. 

In view of the foregoing, it is urged that special consideration be given to the 
proclamations heretofore issued, and unless vessels of the United States are 
granted the equal privileges provided for, appropriate steps be taken forthwith 
to deny equal privileges to the vessels of Ecuador, and any of its agents, or 
instrumentalities, particularly vessels of Flota Mercante Gran Colombiana. 

Your petitioner respectfully requests that the complaints herein made be 
expeditiously investigated and the results of such investigation be forthwith 
reported to the President with recommendations that immediate diplomatic 
action be instituted with a view to securing from the Government of Ecuador 
such equal privileges as are contemplated by section 26, Shipping Act, 1916, for 
vessels of the United States and remove the burdens upon commerce now im- 
posed upon vessels of the United States by the laws, decrees, and practices 
hereinabove set forth. 


SUPPLEMENTAL AUTHORITY 


As supplemental and further authority of the Commission with respect to con- 
ditions unfavorable to shipping in the foreign trade of the United States arising 
out of foreign laws, rules, or regulations or from competitive methods or prac- 
tices of owners, operators, agents, or masters of vessels of a foreign country, 
the attention of the Commission .is respectfully called to section 19, Merchant 
Marine Act, 1920 (exhibit E attached hereto). 

NATIONAL FEDERATION OF AMERICAN SHIPPING, INC., 
FrRazER A. BalLey, President. 


E.rhibit A 
LIGHTHOUSE DvurEs No, 240 


lrederick Paez, in charge of the supreme command of the Republic considering : 

That the actual tariff of Lighthouse Pilotage dues are the lowest among all 
those in effect in the South American Republics ; 

That said tariff does not keep in relation with the expenses incurred by the 
State to increase this service and maintain the perfect regularity of same; 

That these dues must be established equally for all the vessels that utilize 
the lighthouse service, and which actually is only paid by the vessels that 
transport cargo and should be paid by those carrying passengers since all utilize 
that service ; 

That, in consequence, it is necessary to amend the mentioned lighthouse 
pilotage tariff in a form that will establish equitably the payment of such dues ; 
and 

That in view of all of the above, the 1934 Legislature approved the second 
discussion The Substituted Project of Lighthouse Pilotage Dues presented by the 
Ministry of National Defense, the same that must be expedited as a Law of the 
Republic, having in mind national conveniences ; 
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DECREES 


Art. 1. Every foreign vessel, steam or other method of mechanical propulsion, 
will pay for Lighthouse & Buoy dues THree CENTS or A DOLLAR, Computing the 
dollar at S8/10.50 or at the rate of exchange in force at the moment of payment, 
for each registered ton, every time of arrival at Ecuadorian ports that have a 
lighthouse or use one or more of these. 5 

Arr. 2. National vessels, steam or other method of mechanical propulsion, will 
pay for the same dues 50 CeENTs oF A SucCRE per registered ton, once a year, 
and for sailing vessels, Five CENTS OF A Sucre for each ton, likewise, annually: 
dues that will be paid at the port of the vessels’ register. . 

Arr. 3. The dues referred to in Art. 1 for foreign vessels, will be paid at the 
first port of call of said vessels, not being necessary to pay at any other port 
until the Ecuadorian port of destination, even though it may avail itself of the 
other lighthouses. 

Art. 4. Remain exempt from payment of the dues referred to in the preceding 
articles. 

(a) Foreign warships belonging to countries where similar concession is made 
to Ecuadorian warships; 

(b) Vessels of less than 25 tons registered : 

(c) Vessels destined exclusively to submarine cable service ; 

(d) Those who are forced to call at some Ecuadorian port, provided that 
they do not emboirk or disembark passengers or Commercial merchandise nor 
effect operations of this kind. 

Arr. 5. Foreign vessels, steam or other method of mechanical propulsion, that 
may enter Ecuadorian ports where there may be Government Pilots, will be 
obliged to employ them and will pay ONr CENT or A DoLLAR for each ton regis- 
tered, every time they enter or leave port. 

Arr. 6. National vessels that request and use Government Pilots will pay FIvE 
CENTS OF A SucrE for each registered ton, every time they enter or leave port. 

Arr. 7. Every foreign vessel which needs to move within the port, must request 
the services of the Government Pilots and will pay dues in accordance with the 
following tariff; 

For docking and undocking from a pier and for whatever change in anchorage 
within the port, Five Do.iars. 

For movement from Guayaquil to Duran, Ten DoLLars. 

Arr. 8. The present Decree will be in force from the Ist of April of the present 
year, thus amending the Legislation issued December 21, 1925, in the part re- 
ferring to duties for Lighthouse Buoys and Pilotage. 

Given in Quito, in the National Palace, March 31, 1937. 

(Sgd.)  FErEpERIcO PAEz, 

The Minister of National Defense 

(Sg¢d.) G. A. ENRIQUEZz. 

The Minister of Finance 

(Sgd.) F. A. WITHER N., 
Itisa copy. The Colonel Sub-Secretary of National Defense 


(Sed.) Marco T. LEON 
Eerhibit B 


{Translation } 


OFFICIAL REGISTER No. 505 Freruruary 9, 1946, Pace No. 4226, Tartrr 1—Acts 
RELATIVE TO COMMERCE 


1. For legalization of consular invoices covering merchandise shipped on for 
eign vessels upon the f. o. b. value of same advalorem 7 percent. 
2. By the same token as above, merchandise shipped on National vessels will 
pay advalorem 3.5. 
BP rhibit C 
[Translation ] 


DecREE No. 750 


Qurro, Monday, December 2, 1946 
Art. 1. The Grand Colombian Merchant Fleet SHALL NOT be subject to the 
payment of duties, taxes, or other charges, whether municipal, fiscal, or other 
98357—52 
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wise, as established by the present taxation laws, on its capital or on the opera- 
tions and transactions made therewith. 

Arr. 2. The vessels and other craft of the Grand Colombian Merchant Fleet, 
while in Ecuadorean ports or Ecuadorean territorial waters, SHALL NOT pay 
higher duties, taxes, or other charg.s than those levied by the Ecuadorean laws 
on Ecuadorean craft; and SHALL enjoy the same prerogatives and privileges 
as Ecuadorean craft enjoy insofar as taxation is involved. 

Arr. 3. This Decree shall come into force as from the date of its publication 
in the Official Gazette. 

Issued in Quito in the Meeting Hall of the National Assembly, on the twenty- 
third day of November of the year one thousand nine hundred and forty-six. 

The President of the National Assembly. 

(Sgd.) Dr. Mariano Suarez Veintimilla. 


Eerhibit D 
SEPTEMBER 5, 1949. 


MEMORANDUM—ECUADORIAN STATISTICS—J ANUARY-JUNE 1949 


There are attached hereto statistics covering traffic by all lines from United 
States Atlantic ports to Guayaquil, Ecuador, for the recent 6-months period, 
January 1 through June 30, 1949, on which is shown the comparative figures 
for the same period of 1948. These figures are particularly interesting in that, 
at first glance, it would appear that Grace Line has been able to improve its 
position from 38.4 percent during this period in 1948 to 51.8 percent during the 
same pericd in 1949 in spite of the discriminatory legislation in existence in 
favor of Gran Colombiana. However, this accomplishment is only possible 
because of Public Resolution No. 17 and because certain Ecuadorian Government 
projects are free of any consular fee whatsoever, putting us in a competitive 
position for such traffic. 

Of the total tonnage handled by Grace Line during the first 6 months of 1949, 
i. e., 14,141 tons, 5,951 tons consisted of cement for the Guayaquil waterworks 
which project is financed by the Export-Import Bank and has moved per 
American-ilag vessels in accordance with Resolution No. 17. An additional 
1,299 tons of our tonnage has consisted of steel bars and construction material 
for the account of Ecuadorian Government projects for which the entire consular 
fee of 7 percent has been waived. Since we are on an equal and competitive 
basis fer such tonnage with Gran Colombiana, our superior Service and good 
will has enabled us to secure the majority of such shipments. 

Were it not for Public Re-olution No. 17 and the complete waiver of consular 
fees on certain Government projects, there is no question that this entire 6,911 
tons would have moved on Gran Colombiana bottoms, with a result that our 
participation for the 6 months of this year wou'd have been only 25.1 percent and 
Gran Colombiana’s participation would have been 64.4 percent. 

It is also impertant to bear in mind that this Export-Import Bank tonnage 
and Ecuadorian Government project tonnage consists almost entirely of concrete 
reenforcing bars and cement which is low-revenue cargo and that Gran Colom- 
biana is securing practically all of the high-grade good revenue traffic, and that, 
were the comparative revenue statistics available, we would find our percent of 
participation in the total revenue far lower than our tonnage participation would 
indicate. 
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Erhibit E 
SEcTION 19, MERCHANT MARINE Act, 1920 


“Sec. 19. (1) The Board is authorized and directed in aid of the acecomplish- 
ment of the purposes of this Act: 

“(a) To make all necessary rules and regulations to carry out the provisions 
of this Act; 

“(b) To make rules and regulations affecting shipping in the foreign trade 
not in conflict with law in order to adjust or meet general or special conditions 
unfavorable to shipping in the foreign trade, whether in any particular trade 
or upon any particular route or in commerce generally and which arise out of or 
result from foreign laws, rules, or regulations or from competitive methods or 
practices employed by owners, operators, agents, or musters of vessels of a 
foreign country : and 

“(¢) To request the head of any department, board, bureau, or agency of the 
Government to suspend, modify, or annul rules or regulations which have been 
established by such department, board, bureau, or agency, or to make new rules 
or regulations affecting shipping in the foreign trade other than such rules o1 
regulations relating to the Public Health Service, the Consular Service, and the 
Steamboat Inspection Service. 

“(2) No rule or regulation shall hereafter be established by any department, 
board, bureau, or agency of the Government which affect shipping in the foreign 
trade, except rules or regulations affecting the Public Health Service, the Con- 
sular Service, and the Steamboat Inspection Service, until such rule or regula- 
tion has been submitted to the board for its approval and final action has been 
taken thereon by the board or the President. 

“(3) Whenever the head of any department, board, bureau, or agency of the 
Government refuses to suspend, modify, or annul any rule or regulation, or make 
a new rule or regulation upon request of the board, as provided in subdivision 
(c) of paragraph (1) of this section, or objects to the decision of the board in 
respect to the approval of any rule or regulation, as provided in paragraph (2) 
of this section, either the board or the head of the department, board, bureau or 
agency which has established or is attempting to establish the ru'e or regulation 
in question may submit the facts to the President, who is hereby authorized to 
establish or suspend, modify, or annul such rule or regulation. 

“(4) No rule or regulation shall be established which in any manner gives 
vessels owned by the United States any preference or favor over those vessels 
documented under the laws of the United States and owned by persons who are 
citizens of the United States.” 


Berhibit F 


GRACE ¥ Cra. (EcuApor) S. A. COMMERCIAL, 
Guayaquil, September 10, 1949. 
Guur & SouTH AMERICAN STEAMSHIP Co. INC., 
New Orleans, La. 

GENTLEMEN: With reference to your letter No. 10385 enclosing cireular letter 
sent out by the agents of the Tropical Fruit Co. in New Orleans, we transcribe 
contents of our letter No. 17205 of yesterday to Grace Line, New York: 

“From a letter received from Gulf & South American Steamship Co. Ine., a few 
davs ago, we learned that the Tropical Fruit Co. was soliciting cargo in the Gulf, 
offering the privilege of 50 percent discount on consular duty, and also the re- 
duction of the port charges because the Tropical vessels go alongside the pier 
at the enstoms in Guayaquil. 

“Guif & South American Steamship Co. attach a solicitation circular prepared 
by the Tropical Fruit, indicating the above advantages. 

“We con!d not see how vessels of foreign flag, such as the Tropical Fruit Co’s, 
under the Nicaraguan flag, could offer such advantage, although it is true that the 
Ecuadoran-flag privilege has been extended to vessels of the Grancolombiana 
under the Venezuelan and Colombian flags. Our investigations at the eustoms 
here proved fruitless, and we had to go to the Ministry of the Treasury in Quito, 
where we found that on August the 9th a resolucion ministerial had been issued 
by the Minister of the Treasury, as per copy attached. This resolucion minis- 
terial refers to a previous resolucion of June 15, in which the 50 percent reduction 
of consular duties was extended to vessels of any flag chartered by the Gran- 
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colombiana provided these vessels had 75 percent or more of space for refriger- 
ated cargo. You can see that the whole thing has been worked out very confiden- 
tially by the Grancolombiana when they had the idea of chartering the Tropical 
Fruit Co. vessels to ply between Guayaquil and New Orleans carrying bananas 
for Noboa, regarding which we wrote you several weeks age. 

“Apparently Coleman, the owner of Tropical Fruit Co., when he saw that the 
chartering did not materialize, proceeded to Quito and obtained the same privilege 
for his vessels, as they are under the stipulations of the resolucion and now is 
empowered to offer the concessions as pointed out in this circular. 

““We realize the seriousness of this situation, for in this manner the Gulf & 
South American Steamship Co.’s vessel will be facing such an unfair competition 
that, as far as we can see, it would be useless to have those vessels calling at 
Ecuador.” 

As you will notice, the concession allowed to the Tropical Fruit vessels is 
based on the fact that these vessels are equipped with over 75 percent of their 
total space with refrigeration for carrying Ecuadorian bananas north-bound. 
This regu'ation, therefore, does not permit us to apply for the same privilege, 
as your vessels are not under that category or in the north-bound banana traffic. 

Very truly yours, 
GRACE Cra. (Ecuapor) 8. A. COMMERCIAL, 
Agents, Gulf &€ South American Steamship Co., Inc. 
(Signed) ———— ——-——, Manager. 





ExuHrBit D 


FACTUAL STATEMENT OF DISCRIMINATORY PRACTICES EXISTING IN ARGENTINA, 
BraziL, AND ECUADOR 


BRAZIL 


The most damaging discriminatory act imposed by Brazil, particularly in Rio 
de Janeiro and Santos, provides for preferential berthing facilities for the vessels 
of Loide Brasileiro, a wholly owned and operated Brazil Government steamship 
line. Decree Law No, 347 promulgated by the United States of Brazil on 
March 23, 1938, provided: “The Lloyd Brasileiro is exempt of the prohibition 
set forth in paragraph 1 of article 1 of Decree Law No. 24511 of June 29, 1934, 
disposition to the contrary being herewith revoked.” 

The situation in respect to the congestion in the ports of Rio de Janeiro and 
Santos has become so serious that it is hindering the United States operators’ 
efforts to maintain regularly scheduled service to the east coast of South 
America. The congestion is aggravated further by the fact that vessels of 
Lloyd Brasileiro are given preferential berthing priority. The attached résumé 
of sailings from the United States east coast and Gulf ports during the month of 
December 1951 show that vessels other than those of Lloyd Brasileiro require up 
to 40 days in both the ports of Rio and Santos. During the period when these 
vessels are laying at anchor, as many as six to eight vessels of Lloyd Brasileiro 
enter the port from the United States and other foreign countries and dock ahead 
of the vessels awaiting berth. 

According to an article which appeared in the New York Times of March 24, 
1952, it was reported from Rio de Janeiro that “The fact remains as the daily 
list of ships awaiting berths and dates of their arrival shows, it is not unusual 
for a ship to wait 30 days before docking and sometimes it is 40 days. As of 
yesterday afternoon 27 ships were lying off Rio de Janeiro awaiting berths 
while costs pile up.” 

It is recommended that the Brazilian Ministry of Public Works should cancel 
their instruction of September 21, 1951, which granted Loide Brasileiro this 
special berthing priority and, at the same time, Decree Law No. 347 of March 23, 
1939, shou!d be repealed and nullified to reinstate the provisions of Decree Law 
No. 24511 of June 29, 1934, which stipulates: “Under article 1, paragraph 1 
‘All those who utilize the installations of the ports will receive from the ports 
administrations nonpreferential treatment, guided by the desire of obtaining 
the maximum efficiency from said installations.’ ” 

Goods exported from the United States to Brazil must be accompanied by a 
consular invoice subject to high certification fees. The consular fees applicable 
to shipments to Brazil are payable by the shippers. For instance, a shipment 
with a value of US$100 is subject to a Brazilian consular fee of US$18. On 
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a sliding-rate scale, a shipment with a value of US$5,000 is subject to consular 
fees totaling $34. If the shipments go forward on vessels of Loide Brasileiro, 
the consulate charges only one-half of the regular fee which is applicable to a 
shipment moving on a vessel other than Loide Brasileiro. This special saving 
in consu'ar charges, particularly when applied to shipments of low value, is 
exploited by Loide Brasileiro in its solicitation of shippers in this country. 

Decree Law No. 1330 imposes heavy manifest charges by the Brazilian con- 
sulate before the vessel clears for Brazilian ports. For instance, an American 
vessel of 4,600 net registered tons calling at Rio de Janeiro and Santos, Brazil, 
is subject to the following fees for legalizing its manifest : 





Be I ia i is tae creentnisererente $100 
For each 1,000 tons or part thereof additional_.____._..._......___________ 10 
50 percent additional for first port of call in Brazil_._..._......_..______ 55 
en IT OU Os Oe os ose tsuhtsieemsaiebnbteieneneecmsdvoumibs 110 

Total Sor FS Mere OF CO isk oid etme a a ec agit Ee a E 275 


It must be noted that the certification of shipping documents, including the 
manifests, passenger lists, etc., is not necessarily discriminatory, but the real 
discrimination in respect thereto can best be explained by quoting certain per- 
tinent articles of Brazil Decree Law No. 420 of April 10, 1937: 

“ArT. 17. The property and services exploited by the Loide Brasileiro shall 
enjoy complete exemption from duties, taxes, and any other contributions to the 
Government, being also hereby exempt from customs duties, including the 2% 
gold (ad valorem) tax on all that is imported for the increase of its fleet, as well 
as for the equipment of its work ships or any other matter for its consumption. 
(Note.—This includes fuel.) 

” * a * + 2 ” 

“ArT. 19. The fees charged at Brazilian consulates for services to the Loide 
Brasileiro’s ships at European, North and South American ports shall have a 
discount of fifty percent (50%). 

“ArT. 20. A discount of fifty percent (50%) shall also be granted to those 
shipping by Loide Brasileiro for. authenticating bills of lading and consular 
invoices covering merchandise to be carried by its ships. 

“ArT. 21. The authenticating by consulates of manifests of the Loide Brasi- 
leiro’s ships which travel in ballast shall be granted free of charge. 

“ArT. 22. The Loide Brasileiro shall enjoy the same privileges as the Govern- 
ment, with respect to telegraphic and postal charges. 

“Art. 28. Ordinary manifests of Loide Brasileiro’s ships are hereby exempt 
from the freighting stamp tax. 

“ArT, 24. Exempt also from stamps shall be the bills of lading of cargo shipped 
by the Government in the Loide Brasileiro ships.” 

In addition to the discriminatory practices set forth above, the Brazilian Gov- 
ernment requires foreign vessels to pay lighthouse dues, but these dues are not 
imposed upon the vessels of Loide Brasileiro. Similarly, in most Brazilian ports, 
foreign-flag vessels entering and clearing are required to pay considerably higher 
charges for pilotage than vessels flying the Brazilian flag. For instance, in the 
port of Santos, Loide Brasileiro is granted a discount of 40 percent, and the port 
of Rio de Janeiro 30 percent on the regular tariff rate. Brazil Decree Law No. 
4655 of September 3, 1942, imposes a special stamp tax on the freight revenue 
declared in the ship's manifest for all foreign vessels departing from Brazilian 
ports. The tax amounts to approximately 25 cents for each US$50 or fraction 
thereof. The tax is collected from the vessel and is not recoverable from the 
owners of the cargo. The vessels of Loide Brasileiro are exempt from this special 
stamp tax. 

ARGENTINA 


In respect to the discriminations practiced by the Argentine Government 

gainst United States-flag vessels serving that trade, the federation submitted 
to the United States Maritime Commission and the Department of State on 
September 12, 1949, its original complaint. Since that time, the situation has 
certainly not improved but to the contrary has worked a hardship on the Amer- 
ican-flag vessels serving that country. 

Among the most important and probably the most detrimental decrees and 
practices relating to the commerce between the United States and Argentina 
is Decree Law No. 6087 of the Argentine Ministry of Marine dated March 1948, 
copy of which is attached. Under the provisions of this decree, it is required 
that all Argentine imports and exports ordered for the account of governmental 
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“dependencies” be carried in Argentine ships. Dependencies include all govern- 
mental and quasi-governmental agencies. Among the latter is IAPI, which has 
the function of making purchases not only in its own behalf but for every sub- 
stantial private interest in the Argentine. Legal hair-splitting might say that 
private interests are free to purchase on their own account and designate their 
own carrier, but the record shows that this is not so. It was claimed by the 
Argentine authorities that this decree was necessary for the economy of Ar- 
gentina in order to build up the traffic of Argentine-flag vessels to justify the 
collection and maintenance of a fleet operated under the Argentine flag. 

A discrimination which has the aspect of legality but nonetheless is ruthless 
and devastating in effect is the fact that the residents of the Argentine, the 
citizens and aliens alike, are forced by the exchange rules imposed by the Ar- 
ventine Government to secure their dollars from the Argentine Central Bank 
with which to purchase goods in the United States and prepay, according to 
conference regulations, southbound freight in dollars. The significant fact is 
that all such people ship their goods in Argentine ships, which leads to the in 
escapable conclusion that this is a requirement, tacit or otherwise, before the 
bank will grant them the dollars. Such a procedure indicates that, upon the 
prepaying of freight in American dollars, the Argentine State Line remits said 
dollars to the Central Bank immediately after bills of lading issue, so that in 
effect there is only a token or, at best, escrow posting of dollars, 

The result is that the best efforts of solicitation or the offering of superior 
service, or all the normal devices to secure freight, are rendered ineffective since 
the Argentine residents have no alternative. 

American-flag lines have been unable to obtain location of proper berths in the 
new harbor of Buenos Aires. All the docks and wharves are Government-owned, 
and decrees and regulations in effect give exclusive use to the vessels of the 
Argentine State Line. American-flag operators have applied for the reservation 
of wharves for the exclusive use of their vessels, but such applications were 
never granted. This discriminatory preferential berthing assignments to the 
State-owned merchant vessels causes unwarranted and unfair delays in the 
expeditious operation of American-flag vessels, particularly so when a vessel is 
forced to move from one part of the port to the other in order to make room 
for vessels of the Argentine Government State Line whose ships arrive after an 
American-flag vessel is already berthed. 

In addition to the discriminatory practices set forth, there are numerous other 
discriminations which give the Argentine-flag vessels considerable advantage in 
the form of exemption to shippers from payment of the usual consular invoice 
fees when Argentine-flag vessels are used. Such items as manifest charges, 
bill-of-lading fees, consular invoice fees, etc., are also waived when the ship- 
ments move via the Argentine-flag vessels. In addition, the following prefer- 
ential fees and charges are extended as special privileges to Argentine-flag 
vessels : 

1. Light and health dues.—Argentine vessels only pay one-fifth of the tariff 
applicable to foreign vessels. 

Buoy dues.—Are not paid by Argentine vessels. 
3. Entrenee dues.—Argentine vessels pay one-fifth of the tariff applicable to 
foreign vessels. 

t. Permanency and wharfage dues.—Argentine vessels are subject to only 
one-fifth of the tariff. 

5. Stamp tar.—Argentine vessels are exempt from the stamp tax. 

6. Pilotage—Argentine vessels are subject to a special discount. 

After considerable negotiations and investigations, on May 3, 1950, Mr. Frazer 
Bailey, president of the National Federation of American Shipping, addressed 
a letter to the Secretary of State urging that full consideration be given to the 
discriminatory shipping practices in the Department's negotiations with repre- 
sentatives of the Argentine Government relative to a treaty of friendship, com- 
merce, and navigation. On May 5, 1950, a comprehensive letter of complaint 
on Argentine discriminations was addressed to the Secretary of State by Gen- 
eral Philip B. Fleming, the then Chairman of the Maritime Cammission. <A copy 
of that letter is attached from which it will be noted that General Fleming urged 
the Department of State to take vigorous action in respect to the discriminatory 
practices of the Argentine Government. 

In the course of the past few years, the only tangible results obtained from 
the Argentine Government was the agreement concluded between the United 
States and the Republic of Argentina for the avoidance on a reciprocal basis of 
the double taxation on earnings derived from the operation of ships and aircraft. 
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ECUADOR 


The Government of Ecuador, through various laws and decrees, discriminates 
against the United States flag vessels in various ways. Although it has adopted 
legislation exempting Ecuadorian vessels from all port dues and charges, taxes, 
and other special or municipal fiscal charges, the most serious discrimination 
that exists in Ecuador is under decrees establishing consular fees. 

On February 9, 1946, the Ecuadorian Government issued Official Decree No. 
505, which provided that, for legalization of consular invoices covering mer- 
chandise to be shipped to Ecuador, there be charged a fee of 7 percent of the f. 0. b. 
value. However, it provided that only half this fee, or 3.5 percent, should be 
charged if the merchandise were shipped on Ecuadorian vessels. This became 
more serious when, on November 23, 1946, a further decree, No. 750 was issued, 
which extended this preferential treatment to vessels of a shipping company 
which had recently been created by the Governments of Venezuela, Colombia, 
and Ecuador, operating vessels of the flags of all three countries. 

The importance of this discrimination is apparent from the fact that the 
amount of money involved in the reduction in consular fees from 7 percent to 
31% percent (f. o. b. value of merchandise) is in actual practice a substantial 
amount of the freight charges. Since the consular fee i paid by shippers they 
normally select the national flag lines, in which case t c consular fees to the 
Ecuadorian Government are only 50 percent of what they would be otherwise. 
In effect, if a shipper selects United States vessels, he pays a “penalty” in the 
form of higher consular fees to the Ecuadorian Government. 

These discriminatory decrees have had a very serious effect upon United 
States flag carriers. A good illustration is found in the statistics on long tons 
transported between United States Atlantic ports and Guayaquil, Ecuador, in 
recent years. 

For the 3 years, 1947 to 1949 inclusive, United States flag vessels provided 
about 40 percent of the sailings and carried about 44.5 percent of the cargo. 
The discrimination began to be effective the following year, when United States 
flag vessels, with 42.9 percent of the sailings, carried only 33.2 percent of the 
eargo; 1951 was worse. With 42.8 percent of the sailings, the participation was 
down to 20.1 percent of the cargo. In the last month of that year, December, 
with 38.4 percent of the sailings, United States vessels carried only 11.2 percent 
of the cargo. This demonstrates the devastating effect of the discriminatory de 
crees. United States carriers are practically out of the trade. About the only 
cargoes they now obtain are those under Export-Import Bank loans, and certain 
cargoes purchased for and consigned to public works projects in Ecuador on 
which consular fees are waived. 

The foregoing is an example. The same adverse situation exists for United 
States flag vessels operating between our Gulf ports and Ecuador. 

The chief beneficiary of the preference has, in the last several years, increased 
its percentage participation by leaps and bounds without materially increasing 
its sailings. For example, in the trade between United States Atlantic ports 
and Guayaquil, Ecuador, in the year 1949, with 21.6 percent of the sailings, it 
earried 41.2 percent of the cargo; in 1950, with 23.1 percent of the sailings, it car- 
ried 60.5 percent of the cargo; in 1951, with 25.2 percent of the sailings, it car- 
ried 74.8 percent of the cargo; and in the last month of that year (December 
1951), with 23.1 percent of the sailings, it carried $5.3 percent of the cargo. 

These facts demonstrate that Ecuador’s discriminatory action is fostering 
the growth of a monopoly in the trade by the national flag lines, despite their 
slower, less frequent and less regular service provided by smaller vessels. 

On September 15, 1949, the National Federation of American Shipping filed 
with the United States Maritime Commission a petition under section 26 of the 
Shipping Act, 1916, setting forth the facts and requesting relief. We are advised 
that the State Department has taken the matter up with the Ecuadorian Govern- 
ment through diplomatic channels, on a number of occasions. Up to the pvesent 
time, the discrimination has not been removed, with the very serious and increas- 
ing detrimental effect on United States carriers, as shown above. 


Senator Macnuson. I think we ought to put in the record also at this 
point, or at least we will have it in the file and need not put it in the 
record, factual data as to the Government ownership of at least one of 
these large lines which involved both Colombia, Venezuela, and 
Ecuador. 
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(The document referred to will be found in the files of the com- 
mittee.) 

Mr. Battey. I may say, Mr. Chairman, that Mr. Brent, of the 
Mississippi Shipping Co., operating out of New Orleans; Mr. Cocke, 
of Lykes Bros. Steamship Co., operating out of the Guif and other 
ports; and Mr. Finnesey, of Pacific-Argentine-Brazil Line, are here 
with supporting evidence at your convenience. 

Senator Magnuson. We will be glad to hear from Mr. Brent at this 
time. 

For the record, Mr. Theodore Brent is president of the Mississippi 
Shipping Co., New Orleans, La. 

Mr. Brent. Mr. Senator, I have a memorandum, but because of fail- 
ing eyesight I have had to ask our attorney here in Washington to 
read it. 

Senator Magnuson. We appreciate that and we are sorry to hear it. 
We will be glad to have him read it. 

Mr. Brenv. I will be very glad to answer any questions. 


STATEMENT OF THEODORE BRENT, PRESIDENT, MISSISSIPPI 
SHIPPING CO., NEW ORLEANS, LA., ACCOMPANIED BY DONALD 
MACLEAY, WASHINGTON, D. C., ATTORNEY 


Mr. Macteay (reading Mr. Brent’s statement) : 


DISCRIMIN ATION—ARGENTINA 

In the First as well as the Second World War, Argentina remained 
neutral. Far down toward the Antarctic, she had not deeply inter- 
ested herself in the issues which troubled Europe and North America 
and the Orient was still open to her. However, in the First World 
War she did finally suffer from a lack of shipping. Her neutrality 
in both instances was maintained in the hope of gaining economic 
advantage. 

Before the Second World War opened, she was dominated by the 
army ; was rapidly becoming an oligarchy with economic policies grad- 
ually being developed on the Italian pattern of a corporative state. 
In implementing this policy during the war she had gotten together 
all of the ships that were interned in her harbors, requisitioned or 
chartered them, and formed an Argentine merchant fleet which she 
sent out in every direction where she could find advantageous trade and 
bring home what she needed most, namely, fuel, of which she has very 
little. 

During this era and in the postwar years following, the Argentine 
Government acquired and virtually monopolized the production, refin- 
ing, and sale of petroleum and products within her borders through 
a corporation commonlly known as Y. P. F., which means Yacimientos 
Petroliferous Fiscales Argentinos, translated Argentine Government 
Oil Fields. 

In payment of Britain’s debt to her, she absorbed all of the rail- 
roads in the Republic which Britain had for merly owned, compris- 
ing some 15,000 miles of railroad service—substantially everything 
she did not already own. She bought the telephone system through- 
out the Republic, the subways and surface tr ansportation of the city 
of Buenos Aires, together with the gas and electric plants—she already 
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controlled the waterworks. The purchases for the operation and 
maintenance of this enormous category of industries represent a very 
large part of her importations not only from the United States but 
elsewhere. 

In order to nail down and take a toll from all Argentine commerce 
she organized the trading concern known as I. A. P. L., or Institute 
Argentino para la Pormocion del Intercambio, translated Argentine 
Institute for the Promotion of ‘Trade. 

This institution either completely superseded the firms which had 
traded in Argentine’s natural products, such as wool, meats, hides, 
grain, flax and other oil- oe aring seeds, and in quebracho extract which 
our tanners have, for years, heavily relied upon for their tanning 
materials, or she ean these firms, in doing an export business, 
to secure from I, A. P. I., export permits, for the issuance of which 
she added a very substantial middleman’s profit between the grower 
or manufacturer and the buyers throughout the world. Through 
I. A. P. L., the Government also controlled the amount of imports and 
the terms on which they could be bought and the prices at which they 
were sold to Argentine citizens. 

It was a monopolistic scheme which worked quite well during the 
war, but when the war was over and the law of supply and demand 
began to take its usual place in trading, I. A. P. L., as an exporter, 
gradually came up against the law of diminishing returns. 

I. A. P. I. refused to sell us flaxseed for crushing, demanding that 
she sell us linseed oil, crushed at home. We put a bounty on the 
raising of flax, which renewed that almost obsolet te industry, and the 
ships that had heretofore hauled flaxseed north-bound, did not see it 
any more. It was a big tonnage. We gradually found substitutes 
in the various rayons and nylon yarns to take the place of wool. The 
entire Uruguayan and most of the Argentine wool clip for 1951 is still 
unsold. We did not need her wheat or corn. For years we have 
allowed only her cooked meats to come into the United States. 
I. A. P. L., as an exporter to us, lost a good deal of its hold. However, 
with a fleet of her own, she still dominates her import trade to our 
detriment. 

During the war period, Alberto Dodero built up a considerable fleet 
under the Argentine flag. He took advantage of our Ship Sales Act 
of 1946 to buy a substantial number of Victory and Liberty ships. 
In i948, the Dodero fleet was bought by the Argentine Government. 
After the war, the Argentine state fleet, the Flota Mercante, was 
substantially augmented with new construction both in Britain and 
Italy. This construction included three very fine cargo-passenger 
ships which were, in the main, patterned after those of Delta Line. 
While the Dodero and Flota fleets are operated separately, they main- 
tain one uniform policy—that dictated by the Central Bank of 
Argentina. 

effective March 9, 1948, the Argentine Ministry of Marine issued 
Decree No. 6087, which 1 requires that (1) the national dependencies 
and decentralized agencies of the Argentine shall purchase merchan- 
dise f. 0. b. and such imports must be shipped preferably in vessels 
of Arge elie flag, and (2) exports by ~ national dependencies and 
decentralized agencies heat 1. f. or c. and f. shall be transported 
exclusively on vessels of Argentine i 
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Senator Magnuson. In other words, they do not go 50 percent, they 
go a hundred percent ; is that correct ? 

Mr. Brenr. Absolutely. We will give you the reason for 1 

Senator Magnuson. Go ahead. 

Mr. Macteay (continuing Mr. Brent’s statement) : 

The national dependencies and decentralized agencies means all of 
the activities which the Argentine Government owns or controls. We 
have previously named this comprehensive coverage. 

Mr. Bren. I did not name the airplanes, which are also wholly 
Government-owned, but we do not get very much freight from the 
airplanes. 

Senator Magnuson. Yes. 

Mr. Macbteay (continuing Mr. Brent’s statement) : 

It makes the Argentine flag ships the dominant carrier of freight 
to and from the Argentine Republic. 

The effect of this monopolistic control of the transportation of 
Argentine traffic was soon felt by us. By 1951 it had become acute, 
and such re presentations as had been made to the Government seemed 
of no avail. So,in May 1951, with several officers of this company, I 
went to Buenos Aires to see the people in control of the Fiota Mer- 
cante and Dodero as well as the officials of the Central Bank. As we 
anticipated an appeal to our Ambassador, the State Department very 
courteously allowed Mr. Charles Nolan, officer in charge, Transporta- 
tion and Communications Bureau of Inter-American Affairs, to go to 
Buenos Aires at the same time. 

We held several meetings: with the steamship officials during the 
week commencing with May 22, 1951. We decided, in order to insure 
that the conversations anid be carried on in a friendly way, that we 
would present our case as in the nature of a friendly report to a 
frie nae competitor of conditions which, to us, seemed to involve unjust 
discrimination, the result of which was causing disquietude in the 
industry in the United States and was beginning to have repercussions 
in Congress which could easily lead to measures which we considered 
undesirable from the standpoint of both countries, particularly, legis- 
lation of a reprisal type. 

Senator Magnuson. In other words, in the beginning there you 
adopted the same policy that this committee has adopted: That we 

think the first two ways are the best ways if they can be accomplished 
rather than reprisals? 

Mr. Brenr. Precisely, and we kept it up to the end. 

Senator Magnuson. Yes. 

Mr. Bren. We did get their reasons. 

Senator Magnuson. Yes. 

Mr. Macteay (continuing Mr. Brent’s statement). Our principal 
objec tions were to: 

(4) The effects of Decree 6087 previously outlined ; 

(6) The manipulation of the character or exchange used in paying 
freights in the United States; 

(c) Discrimination in the use of port facilities in Buenos Aires in 
favor of Argentine ships, and 

(dq) A large number of relatively minor advantages given to Ar- 
gentine-flag ships in the matter of consular fees, port charges, et 
cetera. 
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Senator Macunson. In other words, not only was the competition 
with this state-owned group and the state-owned monopoly, but 
they added these other discriminations ¢ 

Mr. Brent. Yes, very very, bitter ones. 

Mr. Macreay (continuing Mr. Brent’s statement) : 

We pointed out to the Argentine officials the fact that in 1950, 
Delta Line had performed 48 sailings, or 64 percent of the total sail- 
ings southbound from Gulf ports to Argentina and had carried only 
18 percent of the total postition tonnage moving in that year from 
the Gulf. Contrasted with his, Flota and Dodero, together, had per- 
formed only 24 voyages, or 35 percent of the total service from the 
Gulf, but through the several preferential requirements of the Min- 
istry of Transport, they had carried 81 percent of the total southbound 
freight moving that year from Gulf ports to Argentina. 

By comparison, in 1947, before the decree has been established, 
Delta Line carried 67 percent of the traflic moving from the Gulf to 
Argentina. The decree was published March 9, 1948. That year, 
cur proportion of the tonnage dropped to 47 percent. In 1949, it was 
21 percent and in 1950, as previously shown, we secured only 18 per- 
cent of the southbound tonnage. 

We urged that some effort be made to ameliorate these harsh con- 
ditions so as to allow a better distribution of the southbound freight. 
We repeatedly expressed our desire to trade with Argentina on the 
basis of free and open competition. 

Senator Magnuson. Even in that case the basis of free and open 
competition, the definition of that, would be the same treatment ac- 
corded to American lines as we accorded to the Argentine lines. But 
even in that case you were bucking up against a government-controlled 
shipping situation, were you not ? 

Mr. Bren. Oh, yes. We are bound to be 

Senator Magnuson. At a disadvantage regardless. 

Mr. Brent. Unless we can find some means of inducing them to be 
more reasonable. 

Senator Magnuson. Yes. 

Mr. Brenv. We will show they are still building up their fleet. 

Senator Magnuson. Go ahead, Mr. Macleay. 

Mr. Macteay (continuing Mr. Brent’s statement): In response, 
the case was presented by the Argentine Lines’ representatives about 
as follows: 

His Excellency, President Peron, having in mind the disability 
suffered in the Argentine economy during both World Wars through 
lack of national shipping, had decided that Argentina must have an 
extensive and well-developed merchant marine, capable of handling 
at least 50 percent of all Argentina’s imports and exports—— 

Senator Magnuson. We have no quarrel with that, do we? 

Mr. Brent. I do not want any 50-50 deal with anybody. 

Senator Macnuson. I say we have no quarrel with them attempting 
to build up their merchant marine? 

Mr. Brent. No, not if they will do it by reasonable means. 

Senator Magnuson. The same ground rules? 

Mr. Brent. Free competition. 

Senator Magnuson. Yes. 

Mr. Brent. Sure. 
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Mr. Macteay (continuing Mr. Brent’s statement) : 
This was for three separate and distinct reasons: 
(1) Asa matter of security in case of emergency ; 
3 For the conservation of dollars; and 

(3) To make a profit from steamship operations. 

As to our objection to the decree requiring all imports from Gov- 
ernment entities to be handled on Argentine-flag ships, it was claimed, 
this was necessary for the preservation of Argentina’ s internal econ- 
omy—in order to build up the traffic of Argentine-flag ships so as to 
justify the acquisition and maintenance of a fleet such as contem- 
plated by President Peron, the present fleet being able to carry only 
approximately 14 percent of Argentina’s annual exports and imports. 

Mr. Brent. That is all the world. 

Senator Magnuson. Yes. 

Mr. MacLeay (continuing Mr. Brent’s statement) : 

It was also necessary, they said, because only in this way could the 
Argentine Government avoid the acquisition of thousands of dollars 
for the payment of freight if the traffic was divided between Argentine 
and American or other foreign lines. When south-bound freight was 
ordered moved on Argentine- “tl: ag ships, the shipping lines, being dom- 
iciled and owned in Argentina, naturally accepted pesos in payment of 
freight charges, and no dollar had to be sent aboard to pay freight 
charges to American-fl; ag lines. 

As to our second charge of unjust discrimination, that of manipu- 
lation of exchange—we « called attention to the fact that south-bound 
conference tariffs, to which both American- and Argentine-flag lines 
are parties, require prepayment of south-bound fre ights in the United 
States in dollars. We told the Argentines it was our understanding 
that they were violating the conference rule while seeming to adhere 
to it—that the practice -ereated an unjust discrimination because we 
had to actually require the prepayment and retention of the dollar, 
We charged that we were losing a great deal of freight because con- 
signees in Argentina who are ‘short of dollars could pay pesos in 
Argentina and secure the services of the Argentine-flag line while, in 
accordance with conference rules, if they shipped by our line, they 
were held in strict prepayment in dollars before we could sign a bill 
of lading in the United States. 

Senator Magnuson. Right there. Who are the parties to the south- 
bound conference—Argentina and some other South Americans ? 

Mr. Brent. There are about 16 lines. 

Senator Magnuson. Sixteen ? 

Mr. Brent. Yes. There are many foreigners—both the Brazilian 
and Argentine lines, state-owned, the Dodero Line, and then there are 
British, F rench, Norwegian. Idonot know how many. 

Senator Magnuson. Several countries though ¢ 

Mr. Brenr. Yes. 

Senator Macnuson. Go ahead, Mr. Macleay. 

Mr. Macteay (continuing Mr. Brent’s statement) : 

In response to this criticism it was freely admitted by the repre- 
sentatives of the Flota and Dodero Lines that this was being done 
and for the same reason; namely, that it obviated the necessity of se- 
curing exchange for dollars for south-bound freights. The manipula- 
tions by which this result was secured, while at the same time pre- 
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serving the appearance of prepayment of south-bound freights in 
dollars in the United States, was clearly outlined as follows: ‘An im- 
porter who has a permit for the importation of a certain amount of 
United States merchandise, required by the Argentine economy, pre- 
sents his case to the Central Bank. He has either received from the 
bank an import permit for a given sum, for which it has been agreed 
exchange shall be given, or, he owns dollars in the United States 
sufficient to pay for the merchandise. He does not desire to expend 
dollars for the south- bound freight charge, but prefers to pay these 
charges in Argentina in pesos. He asks the bank, upon his guarantee 
and that of the Flota or Dodero, that the bank make available to the 
agent of Dodero or Flota, in New York, dollars necessary for the 
prepayment of the south-bound charges, with the guarantee of the 
Argentine-flag lines, that these dollars will be returned to the re- 
pository of the Argentine Central Bank in New York by the New 
York agent of the carrier, within 24 hours after receipt of a bill of 
lading showing prepayment of charges in dollars. However, actual 
payment of the freight is in pesos in Argentina. With this frank 
admission, the Argentine steamship people coupled the statement that 
there was no discrimination whatever against any foreign-flag line 
trading between the United States and Argentina as the same pro- 
cedure could be carried on by any line. 

“We pointed out to them, however, that conditions were radi rally 
different, as American Lines, for example, could use pesos in Argen- 
tina in comparatively small amounts. The Argentine representatives 
stated that the use of pesos acquired in this way was virtually un- 
limited. They stated they could be used for disbursements of any 
kind within Argentina, the sole limitation being that they could not be 
exchanged for American dollars. 

Senator Magnuson. That isthe gimmick, is it ? 

Mr. Brrnr. Yes. 

Mr. Macieay (continuing Mr. Brent’s statement) : 

Later inquiry at the Central Bank completely contradicted this 
statement. At the bank, we were told, categorically that south-bound 
freights paid in pesos to any line other than one under the Argentine 
flag, was illegal; that pesos thus acquired by a foreign line were com- 
pletely blocked and could not be used for any purpose or reported in 
the transactions within Argentina, of such foreign line. 

Mr. Brent. We could not even show in our book. 

Mr. Macreay (continuing) : 

Therefore this whole elaborate procedure on the part of the Argen- 
tine-flag lines for acquiring south-bound cargo with ostensible pre- 
payment in dollars in the United States, but actual payment of the 
freights in pesos in Argentina, is not only a studied method of monopo- 
lizing south-bound traffic by measures American lines are denied per- 
mission to employ, but the whole scheme is a flagrant and deliberate 
evasion of conference rules, of which Flota and Dodero are not fully 
aware, but they freely admit, their procedure is a mere subterfuge. 
Concerning our third charge, unjust discrimination in port fa 
cilities—a regularly assigned dock is as necessary to a steamship line 
as a permanent location for a business house. 

Senator Magnuson. Let me ask you this so that the record will 
be clear: I know the facts. But the Argentine lines coming into 
New Orleans have regularly assigned docks, do they not? 
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Mr. Brent. Oh, yes. The dock board has a rule that they will make 
a preferential assignment which operates regularly into the port. 

Senator Magnuson. I have not the rules, ‘but I’ know it is true in 
my own port of Seattle and I think it is the common practice of all 
ports in the United States. 

Mr. Brent. I think it is. The only way—if the line for a long 
period is not using the dock, then somebody else’s ship can be put 
in there and discharged. 

Senator Magnuson. That is correct. 

Mr. Brent. But it is there for their business preferentially and ex- 
clusively so long as they use it. The only thing is under Louisiana 
law no berth can be alienated permanently in any way. You can- 
not lease it. 

Senator Maenuson. We are not asking for that in foreign ports 
either. 

Mr. Brent. No. 

Senator Magnuson. Go ahead. 

Mr. Mac ixay (continuing Mr. Brent’s statement) : 

The work of discharging in-bound cargo and accumulating that 
which has to go forward in the ship can be planned in advance and 
all dealings with the public are expedited. The greatest advantage 
of all, of course, is the fact that a shipping line having such an as- 
signment has a known place to go when it enters the harbor, and 
there is no waiting time. 

In the port of New Orleans every steamship line has an assigned 
location. The Argentine lines have the same facilities as American- 
flag lines. In Buenos Aires this is not so. The Flota Mercante and 
Dodero have assigned locations to which their ships go immediately 
upon arrival. No one else can use these docks except on one of the 
rare times when neither of the Argentine lines has a ship in port. 
Delta Line has no assigned location. Each ship, as it arrives, is 
directed to a certain berth to be occupied for that particular voyage. 

On account of the grievous discriminations already described, Delta 
Line’s business in Buenos Aires has fallen to low ebb. Therefore we 
have had no recent difficulty of waiting for berth. However, when 
business in Buenos Aires Harbor is heavy we are frequently compelled 
to wait. The last year of heavy business, that of 1948, we had ships 
that laid at anchor for over 30 days before a berth was found. Of 
course, this discrimination between those who have and those who have 
not is a very great handicap in securing competitive business and 
satisfying the public once it is secured. 

Concerning our fourth charge—consular fees, port charges, et 
cetera—in Buenos Aires Harbor there is a considerable list of these 
charges, such as wharfage, pilotage, tug hire, light dues, et cetera. 

Senator Magnuson. What is the light dues—lighthouse dues? 

Mr. Bren. Yes. We have an old charge of that kind. I do not 
know who pays it, if anybody, but it is supposed to help keep up the 
lighthouse. That is all. In Buenos Aires it takes care of the buoys. 

Senator Magnuson. There is no collection of that here ¢ 

Mr. Davis. I do not know of anyone who practices it here. 

Mr. Brenr. It used to be the Treasury. I do not know whether 
the Treasury, the Coast Guard, or what. It may have been done away 
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with. We do not bother with it. I can tell you that. I do not know 
whether we pay it any more or not. There used to be light fees. 

Senator Magnuson. Go ahead. 

Mr. Macteay (continuing Mr. Brent’s statement) : 

In virtually every instance the charge made to Argentine-flag ships 
is substantially less than that made for the same service against for- 
eigners. No discrimination of this kind exists in the United States. 

Except for the consular fees, these charges are all absorbed by the 
steamship company at the cost of the voyage. The consular fees are 
paid by the consignee or shipper and when the charge against traffic 
going by an American-flag ship is twice that of the consular charge 
against an Argentine ship, it becomes a matter of substantial interest 
in the constant struggle for competitive business. 

Mr. Brenr. May I say, however, that in Argentina this does not 
stand out as it does in Brazil, because the consular fees are very small. 
They do not amount to very much and nobody pays too much attention 
to them. They do not divert any business from us on that count. 

Senator Magnuson. Although this may be discriminatory, it is of 
a very minor nature? 

Mr. Brent. Yes; that is true. 

Senator Magnuson. Are those consular fees usually a flat amount 
or a percentage of the cargo? : 

Mr. Brent. Usually some relation to the ad valorem value of 
the cargo. 

Senator Magnuson. Yes. Go ahead. 

Mr. Macreay (continuing Mr. Brent’s statement) : 

When we discussed these charges with the Argentine shipping men, 
they admitted they represented a discrimination which they did not 
attempt to excuse. They said that measures were then under way 
to either equalize these charges or do away with some of them. How- 
ever, up to this date, no such action has been taken. These discrimina- 
tions still exist. 

Mr. Brent. That was a year ago. 

Senator Magnuson. Yes. 

Mr. Macieay (continuing): Agricultural implement traffic—— 

Senator Macnuson. I do not know what you have to say about that, 
but I want the record to show this is the particular matter which I 
addressed to the attention of the State Department in a letter of Oc- 
tober 8, 1951. 

Mr. Brent. Agricultural implements? 

Senator Magnuson. Yes. I would like to put that letter in the rec- 
ord. I based it on the fact of another letter on August 20, and their 
reply, which I will put in the record relative to this. I say in this 
letter : 

A recent press report states that Argentina is expected to ask the United 
States for permission to use part of the $125 million Export-Import Bank loan 
secured last year to buy agricultural machinery here. 

Anticipating that I sent them a letter regarding the situation that 
you are going to testify to. 

Mr. Bren. What date was that sent, Senator? 

Senator Magnuson. The last letter I sent was October 8, 1951. I 
do not think I have got an answer to that yet. 
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Mr. Brenv. And the earlier 

Senator Magnuson. The earlier letters were both in August. 

(The letter referred to is as follows :) 

OcrToBEr 8, 1951. 
Hon. DEAN ACHESON, 
Secretary of State, 
Washington 25, D. C. 

Dear Mr. SEcRETARY: Please refer to my letter of August 28 and your reply of 
August 31, relative to discriminations practiced by the Government of Argentina 
to the detriment of United States shipping interests. 

A recent press report states that Argentina is expected to ask the United 
States for permission to use part of the $125,000,000 Export-Import Bank loan 
secured last year to buy agricultural machinery here. 

In accordance with my original request for information concerning financial 
transactions between our Government and Argentina, I would appreciate your 
advice as to the full facts revolving around the above-mentioned press report. 

This situation may give the Department a concrete method of placing some 
pressure on the Argentina Government to end their discrimination against 
United States shipping. 

Kindest personal regards. 

Sincerely, 
Warren G. Macnuson, U. S. 8. 

Mr. Macteay (continuing Mr. Brent’s statement) : 

Argentina is essentially an agricultural country. Their agricul- 
ture is developed on a scale comparable to that of the United States. 
Therefore, implements built in the United States have always been 
favored in Argentina. Generally s — aking, the implement manu- 
facturers are in the Mississippi Valley, and the transportation of 
agricultural implements, tractors, and road machinery has always 
been the backbone of Delta Lines’ south-bound traffic to that country 
up to the time the Argentine Republic became a corporate state. 

During the war, with shipping from the United States curtailed, 
the implement movement was largely shut off and the farms suffered. 
In 1948, in desperation, Argentina offered import permits for agri- 
cultural implements and road m: ichinery from the United States to a 
maximum of $25 million. The manufacturers or their Argentine 
distributors had to take most of the credit risk. Some of the manu- 
facturers had to wait until 1951 to get their money out of the $125- 
million loan of the Export-Import Bank to the Argentine Central 
Bank to make good overdue letters of credit. 

Senator Magnuson. I might say right there, this I know: They 
used as one of the prime reasons why they should get this loan that it 
would be to the benefit of American manufacturers that have sent 
down machinery and could not get this money, and that is how they 
got the loan mainly—in other words, to bail.out our own people. 

Mr. Brent. Yes; that is true. 

Senator Magnuson. Go ahead. 

Mr. Macteay (continuing) : 

About 2 years ago the Argentine Central Bank made a contract 
with one American manufacturer calling for the importation of $6 
million worth of implements per year for 5 years. The Argentine 
bank demanded control of the movement of this traffic all the way 
from the point of manufacture in the United States to Buenos Aires. 
The bank agreed to pay the entire freight charges and 20 percent of 
the amount of each consignment in dollars upon the presentation of 
shipping documents. Thereafter, another 20 percent was to be paid 








64 DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 


each 6 months, which therefore contemplated a period of 2 years. in 
which the Argentine would have the machinery in use and the manu- 
facturer would have only the Argentine Central Bank’s agreement 
to pay. 

The contract further required that the Argentine trading agency, 
TAPI, be permitted to distribute half of the implements so ‘imported 
in order to hold IAPI’s line of customers and so perpetuate the pres- 
tige of the state trading agency. The bank also required that under 

“equal conditions” the freight must all move by Argentine-flag ships, 

As $6 million worth of implements without any division w ith [API 
was s said not to be sufficient to take care of the annual requirements 
of one firm’s customers in Argentina, the demand for more implements 
and more credit continued. When we arrived at Buenos Aires in May 
1951, the demand for United States implements and road machinery 
was still acute. The Central Bank had tendered a similar contract 
for 2 years’ duration to all the other American manufacturers and 
their agents in Argentina. This contract was under discussion at the 
time we were there. We pointed out to the steamship people the very 
unjust discrimination of this shipping requirement and urged that it 
be abandoned in favor of an equal division. While the steamship 
representatives expressed themselves as willing to acquiesce in this if 
the Central Bank would so modify the contract, the latter was im- 
movable and nothing happened. 

The former contract had not included spare parts, and our line was 
favored with a portion of these, and that is the most we have seen of 
the implement business since this contract went into effect. In the new 
2-year contract, now under discussion, this oversight is to be corrected. 
Spare parts are also to be exclusively carried by ‘the Argentine ships. 
The loss of the implement and road-machinery traffic is one of the 
major factors which is responsible for the reduction of our share of 
the south-bound Argentine traffic as shown from 67 percent, under free 
competition in 1947, to 18 percent in 1950. 

It does not take long to do away with legitimate competition if you 
have a government behind you. 

When we had exhausted such arguments as we had with the Argen- 
tine shipping people, our group, in company with Mr. Nolan, spent 
some time with Ambassador Bunker outlining these several characters 
of unjust discrimination. Ambassador Bunker was sympathetic to 
our difficulty and promised to take the matter up with the responsible 
Argentine Government officials, which he soon did, however, without 
any visible remedial results. 


DISCRIMINATION—BRAZIL 


Our disabilities in traffic to Brazil are largely under two headings— 
first, the waiving of a portion of the consular costs in favor of ex- 
porters who ship their goods on Brazilian-flag ships and, second, ex- 
treme delays in harbors of Rio and Santos. 

The principal Brazilian line, the Lloyd Brazileiro, is wholly Gov- 
ernment-owned. After the war, the Lloyd built some 20 new cargo 
ships. Seventeen of these were built at Pascagoula and are of the 

same speed and substantially the same capacity as our C-2 freighters 
They give a regular service to and from Gulf ports and are a sub- 
stantial competitor of ours for the Brazilian coffee traffic, which is the 
backbone of our north-bound business. 
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The charges made by Brazilian consular officers in the United States 
for valorizing consular invoices and other documents required by the 
Brazilian Goverment for both freight and passengers are extremely 
high. Our studies have shown instances where the consular fees on 
small packages will run as high as the freight charges. 

Senator Magnuson. What is their alleged formula for consular 
fees ‘—is that percentage / 

Mr. Brent. Yes, a heavy one. 

Senator Magnuson. A heavy percentage? 

Mr. Brent. Yes. And each document that they sign takes a sepa- 
rate charge. 

Senator Magnuson. A separate charge? 

Mr. Brent. Yes. They mount up. 

Mr, Mac.eay (continuing Mr. Brent’s statement) : 

The Lloyd Brazileiro has for years made a practice of offering cer- 
tain exporters of freight, which they wish to acquire, to reduce these 
fees by half, if shipped via Lloyd’s vessels. Because we have no pos- 
sible means of offering similar accommodations except by cutting our 
freight rates, it isa character of competition we cannot meet. “Pro- 
tests against this practice have been made at more or less regular 
intervals ever since Lloyd came into the Gulf trade. These protests 
have been made by ourselves to the American Merchant Marine In- 
stitute, the National Federation of American Shipping, the Maritime 
Board and its predecessors, the Maritime Commission and direct to 
the State Department. The officials of Lloyd always respond that 
they do not make any rebates, that the fiscal department of the Gov- 
ernment simply waives half of the charges it would ordinarily make 
for these consular services in order to get some freight for the Lloyd 
ships. 

Senator Maenuson. Let’s go back there a minute. That would be 
just the same as if we would say to the American-flag ship, “Your 
charges are going to be lower so that we get more freight on our 
own ships”? 

Mr. Brent. By half. 

Senator Magnuson. By half? 

Mr. Brent. Yes. It is Just a discriminatory practice of the very 
first water. They excuse it by saying, “We, the Lloyd Brasileiro 
Shipping Co., have nothing to do with it. Weare Government-owned, 
and our benevolent Government, which collects these charges, lays 
half of them aside when it comes to freight shipped on our shores.” 

You cannot get anywhere with them. They are just as slippery 
as that. 

Senator Magnuson, In effect, it is a subsidy to the state-owned 
lines? 

Mr. Brent. A very definite one, and a very big one. 

Senator Magnuson. Go ahead. 

Mr. Macrieay (continuing Mr. Brent’s statement) : 

Our principal difficulty at these two ports grows out of a lack of 
facilities. There are no assigned dock spaces at Rio except that at 
the hand of the dock area at the center of town there are two berths 
reserved for passenger ships. Our cargo-passenger ships are qualified 
to receive packet privileges and go directly on arrival to these assigned 
locations. However, in order to get this accommodation, we have to 
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limit our in-bound tonnage to 600 tons per vessel, although the require- 
ments are frequently four or five times that amount. The straight- 
cargo ships have to go to the docks assigned to them in rotation of their 
arrival in the port. This involves a great deal of delay to all of our 
freighters. As a cargo ship of our line costs in the neighborhood of 
$2,500 per day when anchored and unable to get to a dock to dis- 
charge and load, a situation of this kind is serious both from the stand- 
point of loss of net revenue on the voyage as well as complete dis- 
ruption of the regular schedules on which we try to run our ships. 

Five of our ships arrived in Rio southbound in January and Febru- 
ary ofthis year. They were delayed an average of 21 days waiting for 
a berth where cargo could be discharged. The worst single delay was 
30 days on the Citadel Victory. 

Mr. Brent. While the Citadel Victory was waiting 30 days, six of 
the Lloyd’s ships—and they were not coastwise ships, they were ships 
from foreign ports—came in and went directly to the docks and 
discharged. 

Mr. Macteay (continuing Mr. Brent’s statement) : 

This situation has been aggravated recently by an Executive order 
which allows the Lloyd Brazileiro ships, which compete with us, to go 
directly to a dock upon arrival in the harbor while we wait at anchor. 
This is an unjust discrimination of the most flagrant kind and one 
which under no circumstances would ever be tolerated by port authori- 
ties in the United States. The boldness with which the Lloyd Brazil- 
eiro now flaunts to its American-flag competitors the advantages it of- 
fers shippers through these unjust practices is illustrated by the at- 
tached advertisement which appeared in the Daily Shipping Guide of 
New Orleans, dated March 28th. 

Senator Magnuson. I have that right here. Here is the advertise- 
ment, which says: 


All vessels enjoy 50-percent reduction in Brazil consular fees and priority- 
berth privileges in Brazil ports. 

Mr. Brent. You can see how bold they have become. 

Senator Macnuson. And is not this correct also: not only would the 
delay cost you $2,500 a day but, at a 20-day wait, that might be all of 
the profits of the whole voyage? 

Mr. Brent. Oh, yes. 

Senator Magnuson. Or more. 

Mr. Brent. Yes. 

Senator Macnuson. But the shippers shy away from American 
lines when they know that they may have that delay; and, therefore, 
your cargoes are diminished ? 
~ Mr. Brent. When the other fellow advertises that they are doing 
that. 

Senator Magnuson. That they can get in quick? 

Mr. Brent. Immediately. And it does affect it. Furthermore, 
you loose all the way around. For example, we had to make three 
charters last year in order to retain our regular service because of the 
long delays. Where we normally have these freight ships making the 
round trip in about 80 days, they averaged 110 days last year. For 
that reason, in order to keep our regular service, our weekly departure, 
we had to put in chartered ships, which cost something in addition, 

Senator Macnuson. Yes. 
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(The advertisement referred to is as follows :) 
[Daily Shipping Guide (New Orleans), March 28, 1952] 
LLOYD BRASILEIRO—GULF PoRTS TO BRAZIL 
RECIFE—RIO DE JANEIRO—SANTOS 


{All vessels enjoy 50-percent reduction in Brazil consular fees and priority- 
berth privilege in Brazil ports) 


From Houston New Orleans 
Loide Nicaragua___.............__-- i i i cin net dene Sailed 
pr ce eee ae I telietataiditeGleninetenenttinnginicmntand Apr. 20 
NI Ra vtiiis ttinttn eset hb ieenmemesenee a a cal cn canteen May 10 
300 Board of Trade Building—CAnal 3816-3817-3818—New Orleans 11, La. 
New York 4, N. Y. St. Louis Chicago Detroit 
17 Battery Place Kerr SS. Co., Inec., Kerr SS. Co., Inc. Kerr SS. Co., Inc. 
WHitehall 3-9339 411 Seventh St. 208 S. La Salle St. Book Building 


Mr. Macrxay (continuing Mr. Brent’s statement) : 

We believe the practices of the Argentine and Brazilian Govern- 
ments which we have described are unfair and unjustly discriminatory 
against the lines operating under the American flag. We believe the 
plea of necessity in the protection of the Argentine economy is un- 
necessary and is unjust and selfish in that it makes no allowance for 
similar conditions affecting the Government and citizens of the United 
States. We hope the Congress will publicly denounce these practices 
in so clear and forceful a way as to cause the offenders to cease and 
desist from these unjust acts. 

Mr. Brent. That is about all I have to bring to you. 

Senator Magnuson. Well, we appreciate the specific instances as 
they relate to your line. 

Mr. Brent. I might remark that we have not protested the discrim- 
inations in small port charges. These charges are absorbed out of the 
revenues of the ship. What we have protested is these things which 
make it impossible for us to get freight—the sort of discrimination 
which sends the man automatically to the state-owned fleet and leaves 
us high and dry. If they want to give them half of the light 
dues or the pilotage charges, why, those merely add a little bit to our 
cost of operation. Those we have not deeply resented are greatly 
protested, although they are a nasty discrimination which would never 
be done in this country. 

We have emphasized those discriminations such as these decrees 
which say that certain types of goods must move on state-owned fleets. 

Senator Magnuson. Would I be correct in saying that even if their 
mandatory requirements that goods must move in state-owned ships 
were removed, you would still have a serious effect on your shipping? 
The shipper would rather go to a line that he knew was going to make 
quick delivery rather than one that might be delayed. Is that 
correct ? 

Mr. Brent. That is perfectly correct. 

Senator Magnuson. The result has been the diminishing of the 
American-flag lines under free and open competition hauling to the 
Argentine because of not only the state-owned matter but because of 
these other discriminations? 
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Mr. Brenr. It is only, Senator, because we give a much larger 
amount of service. 


Senator Magnuson. Yes. 

Mr. Brent. We give 43 annual round trips to Argentine ports—win 
or lose. They never together have given half that many. We do 
that because we have other obligations. We have north-bound obliga- 
tions in Brazil which call for these, and we have obligations to keep 
our service regular, and that we do. It has cost us money and we are 
losing now. 

Senator Magnuson. Let me ask you this broad question: Have you 
had any help from the State Department ? 

Well, let me ask you first : Have you complained directly to the State 
Department ? 

Mr. Brent. Oh, yes. The Brazilian discrimination in consular fees 
was complained about to the State Department by my predecessor in 
office 15 years ago, and there have been repeated times at which it has 
been taken up to one agency or another. 

All I can say is that we had the most pleasant and friendly contact 
with the Ambassador in Buenos Aires. He did take it up with the 
Foreign Minister. I do not know the facts, but I can tell you I can 
just visualize what he got—‘We just got to. We got to do this because 
we got todoit. It isin our interest that we do it.” 

Now, it does not make a bit of difference with them that we have 
spent $15,000,000,000 on our merchant marine, and they say they have 
spent about three billion, They have got to build theirs up regard- 
less of whether ours goes down or not. It means nothing to them. I 
do not doubt that the Ambassador got just exactly that reaction from 
the Foreign Minister of Argentina. Therefore, I have no faith any 
more in representations of that character. I do not believe we get 
anywhere. 

Senator Magnuson. In other words, your relations with the State 
Department in these matters have been very friendly but no results? 

Mr. Brent. Absolutely friendly but thus far I do not think they 
have been able to do much, and I do not believe they can. 

Senator Magnuson. Are you a subsidized line? 

Mr. Brent. Yes, sir. 

Senator Magnuson. Of course, the effect of all this, too, will be we 
will have to increase subsidy payments / 

Mr. Brent. Iam afraid so. 

Senator Magnuson. It is a doubled-edged situation. 

Mr. Brent. The first 10 years we paid back every dollar. I do not 
know whether we are going to be able to do that this time or not. 

Senator Magnuson. So we get it both ways. 

Mr. Brenr. Surely. 

Senator Magnuson. I mean the American taxpayer gets it both 
ways, and the shipping industry. 

Mr. Brent. I am afraid so, and sooner or later they are going to 
kick about doing it. Then where will we be ¢ 

Senator Magnuson. I might say they have already been kicking a 
little bit the last few years around here. We have been under con- 
stant fire—I think many times very unjustly—from some people 
without a complete understanding of why some of these things have 
to be done. 
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Mr. Brent. Yes, Senator. I read your efforts, and we thoroughly 
appreciate what you are trying to do, and we know that there are those 
who do not back up the American merchant marine, and some of them 
are in high places. and do not care whether the American merchant 
marine exists or not. 

Sometimes I think that our administration might as well be, so far 
as the merchant marine is concerned, headed ‘by the head of the 
British Board of Trade. That is all I have to say. 

Senator Magnuson. I could comment on your last statement, but 
I will save that for another time. [Laughter. } 

Mr. Brent. Thank you. 

Senator Magnuson. We will now hear from Mr. Cocke of Lykes 
Bros. Steamship Co., New Orleans. We will be glad to hear your 
statement. 


STATEMENT OF A. C. COCKE, VICE PRESIDENT, LYKES BROS. 
STEAMSHIP CO., NEW ORLEANS, LA. 


Mr. Cocke. My name is A. C. Cocke. Iam vice president in charge 
of traflic, Lykes Bros. Steamship Co., Inc., Whitney Building, New 
Orleans, La. Lykes Bros. Steamship Co., Inc., holds five operating- 
differential subsidy agreements with the Federal Munitions Board, 
embracing the following essential trade routes: 

Trade route 19: United States Gulf/Caribbean services. 

Trade route 21: United States Gulf/United Kingdom—Continent— 
Scandinavia. 

Trade route 13: United States Gulf and South Atlantic Ports/Medi- 
terranean, Adriatic, and Black Sea ports. 

Trade route 22: United States Gulf Ports/Far East, including 
Straits Settlements (Malay States) and Indonesia. 

Trade route 15 (b): United States Gulf Ports/South and East 
Africa. 

This operation utilizes 52 privately owned, fast, C-type cargo vessels 
plus three Victory-type vessels used in supplement thereto. Our com- 
pany and its predecessors have offered services from United States 
Gulf ports to the principal areas involved since 1919. 

We wish first, Mr. Chairman, to express our appreciation for being 
given the opportunity to appear before you in more or less open forum 
to discuss this vital subject of discrimination and to solicit your 
guidance and assistance toward the proper solution of our difficulties 
resulting therefrom. 

We have consulted with and obtained the cooperation and aid from 
the State Department, Federal Maritime Board, Mutual Security 
Agency, and other governmental departments. These Government 
agencies have assisted in resolving some of our problems of discrimina- 
tion, but the task is a most difficult one and we truly need the help of 
your able committee. 

The most pressing type of discrimination under which we now are 
compelled to operate is the prohibition against general conversion of 

certain foreign currency into dollars after payment. of vessel’s dis- 
bursements, administrative expenses, etc., and we specifically call to 
your attention the following: 

1. Italy: Prior to W orld War II and after World War II under 
the administration of ECA, now MSA, practically all cargo moving 
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to Italy had been on basis of prepaid freight; however, the lessening 
of this recovery aid resulting in partial purchase of cotton and other 
commodities with free dollars, has created the tendency to buy these 
commodities on an f. 0. b. basis at the port of loading, with freight 
payable in lire. The Italian Government only permits the use of lire 
earned as freight charges by American-flag ‘vessels for payment of 
actual vessel’s disbursements and administrative expenses, which 
roughly amount to about 12% percent of the gross revenue. It can 
therefore be readily seen that American- flag vessels cannot success- 
fully operate and/or compete with Italian- ‘flag vessels when cargo 
must be handled in this manner. 

The result is also discrimination against the producers of cotton 
and other commodities, due to the fact that such commodities must 
await the availability of the Italian tramp service offering space on 
basis of collect freight payable in nonconvertible lire. 

Actually, the Italian Government allocates free dollars sufficient to 
pay for the commodity and the freight, and while there may be some 
temporary savings through the use of Italian tramp steamers, allow- 

ing payment of freight i in lire, we call to your attention the fact that 
the Italian Government must furnish such vessels with dollar funds 
to defray port expenses—stevedoring, dockage, commissions, broker- 
age, and other incidentals, at United States ports where the cargo is 
loaded. The American owners, under the present system, must pro- 
vide their Italian agents with dollars to pay like disbursements in 
Italian ports. 

Senator Magnuson. That means dollars in both cases, does it not? 
Mr. Cocke. In both cases; yes, sir. 

While we would like to see cotton and other cargo sold on a cost, 

insurance, and freight basis, one must be realistic in recognizing that 
the buyer has a great deal to say in the method of purchase; there- 
fore, if cotton or other commodities are to be sold on a f. a. s. or f. 0. b. 
basis, then in the interest of fair play, the American-flag vessels 
should not be discriminated against, and if they are forced to accept 
lire, such lire should be readily convertible into dollars after usual 
disbursements and other expenses are paid in Italy. 

Senator Magnuson. In other words, you suggest in this case that 
Italy should use some of its dollars to—— 

Mr. Cocke. Pay the freight. 

Senator Magnuson. Pay the freight? 

Mr. Cocker. Yes, sir. 

Senator Magnuson. So you can convert? 

Mr. Cocks. So we can convert. 

Senator Magnuson. Some of the dollars we have given them for 
their rehabilitation ? 

Mr. Cocker. That is right. 

The shippers of cotton and other commodities are very much in 
favor of sales on a cost, insurance, and freight basis. As an example, 
one of the very large shippers of cotton recently addressed one of the 
Senators from his State as follows: 

During my experience in the cotton business, the cotton trade have tried to 
insist on the sale of cotton e. i. f. which permits them to book the cotton with 
any line. It costs more than $1 per bale per month to carry cotton now. 
Regular lines maintaining regular service permit us to ship the cotton within 
a week or 10 days after it is ready to go forward, but if the cotton is purchased 
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f. o. b, and the buyer specifies the steamship company, we sometimes have to 
hold the cotton a month or 6 weeks at quite an expense, which as mentioned 
above, the farmer must eventually pay. 

Senator Magnuson. Your main problem in Italy, so the record will 
be clear, does not involve port discrimination ? 

Mr. Cocke. No; it does not. 

Senator Magnuson. Such as were testified here relative to South 
American countries ? 

Mr. Cocks. It does not. 

Senator Macnuson. But it involves the sole question of currency 
exchange ? 

Mr. Cocke. That is correct, Mr. Chairman. 

Senator Magnuson. And Italian regulations which, in effect, make 
a discrimination against American shipping ? 

Mr. Cocker. That is correct. 

Senator Magnuson. Now the next one you have got is Greece. 

Mr. Cocke. Yes. 

. Greece: While the same discrimination as outlined above exists 
to practically the same degree in Greece, we are finding, however, a 
greater nationalistic trend on the part of the Government and im- 
. in that they are instructing items of import to move on Greek- 

ag vessels. 

As an example, since the return of many commodities such as 
sulfur, cross-ties, and so forth, to so-called commercial channels or, in 
other words, cargo not pr ssently financed by the MSA, much of this 
cargo is ordered to Greek steamers notw ithstanding the fact that 
American-fi: ag vessels are constantly offering competitive and, in many 
instances, more frequent sailings. 

Senator Magnuson. Those are not Greek-owned vessels under 
Panamanian flag, are they ? 

Mr. Cocke. No; they are Greek-flag vessels, and in some instances 
Greek-chartered American-flag steamers. 

I might add, Mr. Chairman. that since preparing that report, I 
have a letter from our agent in Greece, who has been active in handling 
the matter with the Greek Government and also the MSA offic ials 
over there. He writes in part on March 27 as follows in this letter 
I received this morning: 

According to our information the Greek Government sometime ago renewed 
its orders to the various ministries and its Bank of Agriculture to continue the 
freight-collect policy until the end of 1952. 

Which means that as far as Greece is concerned, with few exceptions 
we will be out of that trade unless the cargo is absolutely controlled 
and financed by the Government. 

Senator Magnuson. Is there any evidence that the importers are 
also the operators in some cases or subsidiaries ? 

Mr. Cocke. I do not know that. 

Senator Magnuson. You do not know that ? 

Mr. Cocke. I do not know that. 

Senator Magnuson. .What about dock discrimination in Greece? 

Mr. Cocke. There is no dock discrimination. 

Senator Maanuson. Consular fees and all of that? 

os Cocke. Consular fees and all of that. 

3. Spain: As far as Spain is concerned, the same situation prevails 
even to a greater extent. In accordance with the literal interpreta- 
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tions of Public Resolution 17, commodities purchased with Export- 
Import Bank loans must move via American-flag steamers, but, to 
demonstrate our over-all objective for mutual participation in all 
exports and imports between our respective countries, we heartily 
joined with the Federal Maritime Board in the issuance of a waiver 
whereby the national-flag line of Spain is allowed up to 50 percent 
of the movement of all commodities purchased with such borrowed 
moneys. 

We cannot, unfortunately, report that the American-flag lines are 
accorded comparable fair play in participating in the movement of 
imports purchased with free dollars. 

Over the years, the Spanish trade out of the Gulf has been served 
principally by Lykes (American-flag operator) and the Nervion Line 
(Spanish-flag operator). We have always taken the position that this 
trade should be served by these two flags on a basis approximating 
50 percent. 

I might add there that the Nervion Line have been very cooperative. 
They have appealed to their Government to divide the cargo, but in 
many instances they have not been successful in their efforts. 

Senator Magnuson. Using in general the 50-50 theory ? 

Mr. Cocke. The 50-50 proposition, yes sir. 

Senator Magnuson. They are privately owned ? 

Mr. Cocke. They are privately owned. 

To reiterate our position with respect to Export-Import Bank 
loans, we have always requested and, we might say, insisted that 
such Spanish line be given its share. On the other hand, we have 
obtained very little of the cargo financed in Spain, due to the preferred 
treatment given by the Spanish Government to its national-flag ves- 
sels. This, in addition to the fact that the freight on Spanish-financed 
cargo is generally payable in pesetas and ordinarily we are not per- 
mitted to use these pesetas except for the actual payment of ship’s 
disbursements. 

IT might add there that the Federal Maritime Board through its 
traffic department have been very helpful in trying to prevent and 
satisfactorily work out this discrimination. 

Senator Magnuson. I want to say right here that I do not want 
to make a blanket indictment of our State Department or Maritime 
Board in these particular cases that there has not been many an 
attempt. and sometimes corrections, to take care of these matters. 

Mr. Cocke. Yes. 

Senator Macnuson. But the cold hard fact is that they have not 
been taken care of. 

Mr. Cocke. That is correct. 

Senator Magnuson. To the extent that the injury to the American 
merchant marine is becoming greater and greater. 

Mr. Cocke. That is right. 

Senator Magnuson. It may or may not be their fault. But surely 
if they have done everything they can and they cannot proceed any 
further, something else has got to be done; otherwise we are going to 
try and operate the American merchant marine with a complete in- 
crease of subsidies. 

Mr. Cocke. By contrast to the experience as recited above, we are 
glad to report that with few exceptions, which have been straightened 
out. fairly promptly, the governments of Great Britain, France, West- 
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ern Germany, Belgium, and Holland have not placed these currency 
restrictions into effect. Even on so-called free-dollar purchases, ar- 
rangements have been made through the fiscal authorities for the 
American lines to convert the currency of these countries into dollars, 
after disbursements and other expenses have been paid. 

Senator Magnuson. Let me ask you this: Here you say that “Great 
Britain, France, Western Germany, Belgium, and Holland have not 
placed these currency restrictions into effect.” 

Do you know any reason why the countries that have not done so 

‘annot do so if they wish ? 

Mr. Cocke. I do not. 

Senator Magnuson. In view of the fact that other countries 

Mr. Cocke. Other countries can. 

Senator Magnuson. Who have surely in some cases suffered as 
many or even greater financial dislocations have done so? 

Mr. Cocke. That is correct. 

Senator Magnuson. In the interest of fair play. 

Mr. Cocke. That is right. And we do find, Mr. Chairman, from 
time to time that some of these discriminations creep in. But after 
considerable handling, we have been able to work out most of them 
satisfactorily. 

We have a case in France today where it developed a short while 
ago that France was buying considerable cotton from Mexico, which 
cotton moves through the United States Gulf port of Brownsville. 
We found that in the beginning, and it still is, most of that cotton 
was moving on French line steamers due to the fact that the French 
did not want to pay dollar freight. But we are in hopes that that 
situation will be straightened out. 

The French have advised us that naturally they want to save dollars, 
but in view of the more frequency of Ly kes’ sailings they should p: re 
ticipate in it. And we do believe that that situation will be corrected. 

On the other hand, Holland—over the years since Lykes has been 
operating there, for 25 or 30 years, we have never been able to partici- 

yate in the tobacco business. Tobacco is a considerable movement, 
but due to the views of the receivers and influenced by the Govern- 
ment, we cannot participate in a single pound of tobacco. 

Senator Macnuson. Maybe you and I ought to go and see the Queen 
while she is here. [ Laughter. | 

Mr. Cocke. That might be a good idea, sir. 

On the other hand, as far as certain commodities like flour, which 
is a very large movement, we have participated to a fair extent after 
much battling on our part. ; 

Senator Maenvuson. But as far as your operation is concerned you 
find at least an attempt toward cooperation from these other countries ? 

Mr. Cocke. We do indeed. 

This is mentioned to illustrate that what we are seeking in Italy, 
Greece and Spain has already been accorded the American- flag opera- 
tors in the other countries just named. 

Naturally, being a Dollar Steamship Co., there have been potential 
discriminatory practices against us. 

In the United Kingdom we have had no difficulties whatsoever and 
there is no flag discrimination. Our financial arrangements with the 
Bank of England covering freights both eastbound arid westbound 
have gone exceptionally smoothly. 
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I might also add that the port of Liverpool, where the docks were 
considerably damaged and destroyed during the war, we have gotten 
equal treatment there with the British-flag vessels on preferential 
berthing rights. And we have also chained I would say, almost 50 
percent of the traffic moving from the Gulf to Great Britain. And on 
the westbound cargo, due to the fact that we come direct to the Gulf, I 
would say our participation is over 90 percent of British goods. 

We are again pleased to report that the governmental authorities 
who handle these matters in Holland, Germany, and France have 
appreciated our position and have actually worked out these questions 
for us. We have never been faced with any flag discrimination in Bel- 
gium, either traffic or operationwise. Belgium is a hard currency 
country and its Government interfered very little in the commercial 
field. 

4. Turkey: Turkish-flag vessels always get precedence over any for- 
eign-flag ship, as far as berthing is concerned. If there is a shortage 
of berths and a foreign-flag vessel occupies a berth when a Turkish 
vessel arrives, the Turkish port authorities invariably arrange for the 
foreign-flag vessel to be moved out of the berth and the Turkish vessel 
takes its place. 

I might add that our service from the Gulf to Turkey has not been 
as frequent as we would like, due to lack of cargo. We have not made 
formal complaint to the State Department or the Federal Maritime 
Board about the berthing situation; however, we are going to ask the 
State Department to intervene in the hope that Turkey might extend 
fair and equal treatment to American-flag vessels. 

Senator Magnuson. In all fairness there, that situation may be due 
to the infrequent sailings and Turkey not having the consciousness of 
the fact 

Mr. Cocke. I do not think that is quite correct, Mr. Chairman, be- 
cause operators in the North Atlantic where the preponderance of 
the cargo moves have suffered delays at Turkish ports. 

5. Seandinavia: Over the years, Lykes has endeavored to maintain 
regular service to the Scandinavian countries of Norway, Sweden, and 
Denmark. While we appreciate these countries are very maritime- 
minded, we do think American-flag vessels should participate in the 
traffic to and from these nations. During the days of ECA we were 
able to maintain fairly regular service to Norway and to a lesser 
degree to Denmark, due to the ECA program which called for par- 
ticipation by American-flag vessels in the traffic so financed. There 
is very little ECA-financed cargo to Sweden, hence our sailings to that 
country, even during the ECA program, have been few and far be- 
tween. Since ECA aid has diminished and in most instances ceased 
altogether, we have not been able to secure cargo to these countries 
due to the fact that practically every pound of cargo, either Govern- 
ment or commercial, is instructed to their national-flag vessels. 

This is a discrimination in itself, but it is found to be doubly so 
when one considers the liberal participation of their merchant marine 
in the handling of exports and imports between our own country and 
countries throughout the world outside of Scandinavia. As an ex- 
ample, ECA financed thousands and thousands of tons of grain, flour, 
and other foodstuffs to Scandinavia. We participated in that pro- 
gram to a lafge extent, but since it has ceased and these countries are 
buying such cargoes, we have been told quite frankly we will not share 
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in their movement. On the other hand, our own country, through 
commercial sources and, perhaps to a certain extent, Government 
sources, purchases many thousands of tons of ore and other cargo. 
This moves largely in Scandinavian-flag vessels and, as far as we 
know, no request for instructed routing on American-flag vessels is 
being made by the purchasers of such cargoes. 

Senator Magnuson. Let me interrupt to say there, it is not because 
my name is Magnuson that I am letting that go. 

‘Mr. Cocke. I understand that. 

Senator Magnuson. I just wanted that understood. 

Mr. Cocke. It has been a very, very difficult situation. In 1948 
I spent several weeks in Scandinavia, and even during the days of 
ECA it was very difficult to get cargoes. We were told by the Swedes 
in no uncertain terms that the only way we could get cargo was if we 
gave them greatly geateninal treatment insofar as rates. 

6. South and East Afric: 

At Beira, Portuguese mast Africa, Portuguese-flag vessels are ac- 
corded full berthing and operations priority. It is quite true the 
berths and facilities at Beira are limited, which means that American- 
flag vessels at times have to wait many weeks to secure a berth, whereas 
the Portuguese vessels are taken care of very promptly. 

As far as the Union of South Africa is concerned, the national line, 
namely, South African Marine Corp., receives no berthing or opera- 
tional preference at Union ports for either its own vessels or charters, 
which latter are vessels flying the flags of countries other than South 
Africa. However, the Union of South Africa does through its various 
departments, instruct routing via these vessels, which means that we, 
the American-flag lines, participate only to a small extent and usually 
when there is no vessel of the South African Marine Corp., either 
owned or chartered, available at the time to lift the cargo. 

Senator Magnuson. In other words, due to their limited shipping 
facilities we sometimes participate, but should they have available 
tonnage we probably would not get any of it ¢ 

Mr. Cocks. That is correct. For a certain period we got very, very 
little. 

Senator Magnuson. Yes. 

Mr. Cocke. When the charter market became very high and the 
conference rates were not commensurate with the other charter hire, 
their charter ships disappeared and then we participated rather 
heavily. 

Senator Magnuson. Go ahead. 

Mr. Cocke. 7. Japan: 

The American merchant marine industry was very pleased to note 
your remarks, Mr. Chairman, on the Senate floor at the time the Senate 
was considering the ratification of the Japan Peace Treaty. Up until 
now the American-flag lines have participated most liber ‘ally in export- 
import commerce between our two countries and it is hoped that 
there will be a lasting understanding on the part of the Japanese Gov- 
ernment that such commerce is a two-way proposition and that the 
American-flag lines should not in the future receive discrimination at 
their hands, as unfortunately was the case in the prewar years, par- 
ticularly 1938 and 1939. There has been a tendency of late by Japanese 

interests to purchase a large volume of cargo on an f. 0. b. basis, which 
has resulted in the American lines getting very little opportunity to 
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participate in this traffic beyond the amount originally allocated to 
their national-flag services. 

Senator Magnuson. I want to say right there, there were a great 
number of people that have been benefiting by the experience of pre- 
war Japan who thought we should write into the general treaty defi- 
nite maritime provisions, 

I think we were wise not to do so because of the very nature of inter- 
national matters, but we did succeed in writing into the treaty a pro- 
vision both on trade agreements and maritime. The word “maritime” 
was used by Mr. Dulles in drawi ing the treaty. 

Mr. Cocker. Yes. 

Senator Magnuson. Which obligates Japan to enter into some sort 
of maritime agreement with us. T must say that I have seen no un- 
willingness to date on their part of wanting to do so. It, of necessity, 
had to follow the general treaty because technic sally she is not a nation 
until the treaty is ‘ratified. 

Mr. Cocker. Yes. 

Senator Magnuson. And I have the same hope that something will 
be done along those lines if she should slip back into the prewar prac- 
tices, which were the most discriminatory, I guess, at that time in the 
entire world. 

Mr. Cocker. Yes. 

Senator Magnuson. And I think Japan actually realizes, her ship- 
ping interests, that she is not going to get along in the world if she 
starts those practices again. Like you, I only express the hope now 
that the general treaty, ‘which is very generous, has been ratified, that 
they live. up to that provision which makes it mandatory that they 
enter into supplemental maritime treaties. 

‘The same provision was put in as to fisheries, and that was a little 
easier matter to solve and she has already entered into—we have ini- 
tialed a fishing treaty. So she has expressed her willingness in that 
regard. 

Mr. Cocxr. I might say we have had an opportunity to confer with 
a number of Japanese owners, and so far they have expressed their 
willingness to cooperate, to join the conferences, and the y are trying 
to stabilize conditions. 

Senator Magnuson. They have applied for permission to the Pacific 
Westbound Conference. 

Mr. Cocker. Yes. 

Senator Magnuson. I do not know whether they are already in. 
They appreciate on the question of rates we have all got to live together 
in the Pacific, particularly the Pacific, and the only thing that alarms 
me a little bit is the fact their shipbuilding is getting greater and 
greater. 

Mr. Cocke. Yes. 

Senator Magnuson. She is now the fourth largest in the world, 
greater than we are in building ships. And when you get a ship built 
yor are going to use it. 

Mr. Cocker. Yes. 

Senator Magnuson. And if you cannot use it one way, you are 
going to try to use it another way; but fortunately it will be some 
time, even with her present rate of ‘shipbuilding, before she will reach 
a point to take care of her own domestic needs and tonnage. She 
probably has a million tons in class now, and she will probably need 
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2 million to take care of her domestic needs. We hope in the mean- 
time we will be able to work out an agreement with Japan that will 
be very beneficial to both her and the American merchant marine. 

Mr. Cocke. We certainly hope so, and we have mentioned to the 
Japanese owners we have talked to that we are very strong for the 
50-50 program. 

Mr. Chairman, again we most sincerely thank you for this oppor- 
tunity of appearing before you. It is a matter of grave importance 
to the American merchant marine and we would like to recommend 
for your consideration the advisability of setting up some type of per- 
manent so-called watch-dog committee—a group with w hom we could 
from time to time consult and apprise of the matters of discrimination 
we find it difficult to resolve. Such a committee could be of im- 
measurable assistance to the American merchant marine. 

Senator Magnuson. Thank you, Mr. Cocke. we appreciate your 
coming. 

Mr. Cocke. Thank you, Mr. Chairman. 

( Discussion off the record.) 

Senator Magnuson. We will recess the meeting until 2:45 p. m. 

(Whereupon, at 12:05 p. m. the subcommittee recessed to reconvene 
at 2:45 p. m.) 

AFTERNOON SESSION 


Senator Macnuson. The committee will come to order. 

I appreciate the witnesses being tolerant of the chairman and ap- 
pearing here a little later than usual. 

Our next witness is Mr. Kenneth H. Fi innesey, vice president, Pa- 
cific Argentine Brazil Line, San Francisco, Calif. We will be glad to 
hear from you. 

Mr. Finnesey is the manager in charge of the Pacific Argentine Bra- 


zil Line. 


t 


STATEMENT OF KENNETH H. FINNESEY, VICE PRESIDENT, PACIFIC 
ARGENTINE BRAZIL LINE, INC., SAN FRANCISCO., CALIF. 


Mr. Finnesry. Mr. Chairman, thank you. I have a prepared 
statement that I will proceed to read, if it is all right. 

My name is Kenneth H. Finnesey. I am vice president and general 
manager in charge of the steamship operations of Pacific Argentine 
Brazil Lines, Inc. (PAB). PAB operates an American-flag service 
on trade route 24—between Pacific coast ports of the United States 
and the east coast of South America via the Panama Canal—under 
an operational-differential subsidy contract with the Federal Maritime 
Board. By the terms of our contract, we are required to maintain a 
monthly sailing, on trade route 24, with C—3 type vessels. 

The Republic of Brazil has adopted many practices to induce ship- 
pers to route their traffic via Brazilian- flag lines in preference to the 
companies operating vessels under the registry of other nations, in- 
cluding the United States. These practices include discriminatory 
consular and other doc umentary fees, harbor and port fees, and 
directed routings of traffic. These discriminations do not materially 
affect PAB at this time, since we are not in direct and parallel com- 
petition with Brazilian vessels in the service we operate; Brazilian 
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vessels do not operate between the United States Pacific coast and 
Brazil. I tndeGhenn wish to direct my comments exclusively to the 
problem of discrimination in favor of Brazilian-flag vessels which does 
affect us very materially, namely the preferential berthing of Bra- 
zilian-flag vessels at Brazilian ports. 

The ports of Rio de Janeiro and Santos are seriously congested. In 
iy opinion, this congestion is occasioned primarily by the fact that 
the pier facilities are used more as warehouses than for their proper 
purpose, namely, transit sheds. By this I mean that cargo discharged 
ut Rio and Santos stays in storage at dockside sometimes for as long 
as 6 months to a year. Because of the very low storage rate at dock- 
side, the buyer or ultimate consignee prefers to utilize the dock facili- 
ties as a warehouse rather than. removing the cargo to a warehouse, 
with the added expense of further handling and higher storage rates. 

Parenthetically, the Brazilian Government has recently appro- 
priated large amounts of money for additional dredging, building, et 
cetera, all of which ultimately may offer a long-range solution to the 
problem. However, we think it is much more important that imme- 
diate steps be taken to correct the improper use of these facilities. In 
my opinion the physical facilities at Rio and Santos are equal if not 
superior to those presently existing in most ports of the United States 
today. 

As a result of this extreme dock congestion, a vessel coming into the 
ports of Rio and Santos must literally wait its turn in line to obtain 
berthing space to discharge its cargo. Moreover, after obtaining a 
berth, the vessel can discharge its cargo only at a relatively slow rate 
because of the congestion on ‘the docks. The time which elapses from 
on y into the harbor until the vessel departs from the harbor is three 

- four times as much as would be required if berthing space were 
ay an able and the docks were able to handle cargo effic iently. 

Although other nations’ vessels must wait their turn for berthing 
space, vessels of the Brazilian line, Lloyd Brasiliero, are given the first 
available berth after they arrive in the port. The effect of priority in 
berthing granted to Lloyd Brasiliero ships is that PAB and other 
American and foreign-flag operators may wait in line for a berth as 
long as 3 weeks, but the first available berthing space is made available 
immediately on arrival of Lloyd Brasiliero ships. They do not take 
their turn in line waiting for a berth but are always granted berthing 
space immediately that ‘such space becomes avail: ible without regard 
to arrival time. The full costs of operating an American-flag vessel 
under present conditions are between $2,500 and $3,000 per day, and 
foreign-flag costs are proportionate thereto. The vessel time which 
American-flag and other vessels, except Lloyd Brasiliero, wastes wait- 
ing their time to obtain a berth and discharging cargo, gives Lloyd 
Brasiliero a tremendous economic and competitive advantage. 

To further illustrate the general statement outlined above, I would 
like to recite the situation at Rio as of March 24. There were 15 ves- 
sels waiting discharging berth with the earliest vesse] having arrived 
March 2. As a further illustration of the delay incurred by our own 
vessels, the P. & T. Seafarer arrived in Rio February 15; there was no 
appropriate docking space available and the vessel waited until the 
evening of March 4. Thereafter the vessel worked a total of 15 days 
discharging the relatively small amount of 2,058 tons of cargo. 


— ere es ONE 


eee 


co 


W 
$1 


bi 


0} 


W 
W 


o~~enreenye 





DISCRIMINATORY ACTS AFFECTING OUR MERCHANT MARINE 79 


That, Mr. Chairman, completes my prepared statement, which was 
intended to be brief and to the point on that one subject. 

I wish to state for the record that I am in substantial agreement with 
the remarks made by my predecessors on the other subjects, on which 
we are not at the moment involved, because as I mentioned in this 
statement, that competition does not at this moment exist, but it could 
at any time exist. 

Senator Macnuson. Have they any new tonnage or is it a lot of the 
ships that they purchased from us? 

Mr. Frynesey. I believe it has already been read into the record, 
Mr. Chairman, that they bought or have some 17 C—2-type ships built 
at Pascagoula, Miss. I do not know whether it was during or right 
after the war. There are records that the National Federation of 
American Shipping have as to the exact tonnage. It is sizable. 

One of the excuses that they use is that if they get this preference 
themselves they can better utilize their own tonnage and, therefore, 
better service their own trade, particularly the river ports and other 
ports. 

I did not go into any detail here, and I do not know whether you 
want me to. J think you are well aware of when this became effective 
again. 

Senator Magnuson. Yes. 

Mr. Finnesey. That is, the priority. 

Senator Magnuson. Thank you, Mr. Finnesey. We appreciate your 
coming. 

Mr. Frnnesey. Thank you. 

Senator Macnuson. Our next witness is Admiral E. L. Cochrane. 
Will you please come forward ? 


STATEMENT OF VICE ADM. E. L. COCHRANE, ADMINISTRATOR, 
MARITIME ADMINISTRATION, UNITED STATES DEPARTMENT 
OF COMMERCE 


Admiral Cocurane. I am Admiral E. L. Cochrane, Chairman of 
the Maritime Board and Maritime Administrator. I have a fairly 
brief prepared statement, and appended to it a list of specific cases 
of discriminatory action which have come to our attention, where 
the actions have been taken in connection with them. Many of them 
were, of course, 1ecitals of cases that had been presented by other 
witnesses before the committee this morning. 

Since the hearings before this committee in the spring of 1950, 
and since the publication of the committee’s report, with particular 
reference to that section entitled “Foreign Government Aid to Na- 
tional Shipping,” the Maritime Administration has been continuously 
active in attempting to deal with discriminatory practices of foreign 
governments which adversely affect the operations of American-flag 
carriers. 

Such discriminatory practices take various forms but, in general, 
fall within the following two broad categories : 

A. Those practices which take the form of controls over the use 
of national currencies in the import and export trades of the country, 
or in restrictions which tend to make more difficult the convertibility of 
local currencies into dollars, and 
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Bb. The broad grouping of discriminatory practices which arise as 
a result of decrees or regulations giving preferential treatment to 
national shipping withregard to berthing, particularly in congested 
port areas, and in the reduction of port nad such as pilotage, 
wharfage, dues, et cetera, granted to national flag vessels. In some 
instances, shippers are granted a waiver or material reduction in 
consular fees, on cargoes shipped in national flag vessels. 

During the past two years the Maritime Administration has worked 
in close conjunction with the Department of State, with shipping as- 
sociations, and with individual American flag steamship operators in 
attempting to correct such discriminatory practices. The primary 
approach to these problems has been through diplomatic channels, 
to bring, as forcibly as possible, to the attention of the foreign gov- 
ernments concerned practices which are deemed by this Government to 
be discriminatory against American shipping. 

The Administration has also participated in and encouraged con- 
ferences between the interested parties, at industry level, to the end 
that the full facts as to alleged discriminations in foreign areas might 
be developed. 

These efforts have met with a considerable degree of success in 
some areas. Real progress has been made toward the elimination, in 
certain Latin-American countries, of practices which tend to favor 
national flag lines as opposed to all other shipping operators, includ- 
ing those of the United States. In certain other Latin-American 
countries, much remains to be accomplished along this line. 

In the European area the type of discriminatory practices which 
are causing the greatest concern to American-flag operators is of a 
fiscal nature and stem primarily from abnormal economic conditions 
which militate against free convertibility of exchange. These prob- 
lems are under constant scrutiny. 

In accordance with a request contained in a letter of March 21, 1952, 
from the chairman of this subcommittee of the Senate Interstate and 
Foreign Commerce Committee, there is appended hereto a statement 
of the complaints as to discrimination which have been placed on 
record with the Maritime Administration by American ship operators, 
and a further listing of those steps which have been taken by the 
Maritime Administration to meet such discriminatory actions. 

A review of this statement will indicate that it has been possible, 
in a number of cases, to correct the conditions of which complaint was 
made. The Maritime Administration, working in conjunction with 
the Department of State and in cooperation with industry, will con- 
tinue its vigorous efforts to secure a status for the American merchant 
marine which will place American vessels on an equal competitive 
footing with those of other nations. 

Senator Magnuson. Thank you, Admiral. 

These other appendixes to your statement will go into the record 
here, the complaints received, which are documented, and the action 
taken by the Maritime Board in the cases, which I note that in some 
you have been able to take some action. 
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(The appendix referred to is as follows :) 


APPENDIX TO STATEMENT OF Vice ApM. FE. L. CocHRANE, ADMINISTRATOR, MARITIME 
ADMINISTRATION, UNITED STATES DEPARTMENT OF COMMERCE 


In accordance with the request of the chairman, Subcommittee on Merchant 
Marine and Maritime Matters of the Senute Committee on Interstate and Foreign 
Commerce, there is listed below a tabulation of the complaints of discrimination 
which have been filed with the Maritime Administration, United States Depart- 
ment of Commerce, by American ship operators, and a tabulation of steps taken 
to correct these alleged discriminations : 


ARGENTINA 
Complaints received 

August 4, 1948, Moore-McCormack Lines, Inc.—Discriminatory effects of the 
Argentine Government Decree 6087 (issued March 9, 1948) which controlled 
movement of Argentine Government cargoes. Complaint confirmed by other 
American operators. 

September 10, 1948, National Federation of American Shipping.—Letter received 
from the National Federation of American Shipping listing laws and regulations 
believed to constitute a “burden” upon United States shipping, which had been 
promulgated by Argentina (also Brazil, Ecuador, and Colombia). 

September 12, 1949, National Federation of American Shipping.—Formal pres- 
entation made by the National Federation of American Shipping with regard to 
the burdens imposed upon and discrimination practiced against United States 
vessels by the Government of Argentina, through granting special and prefer- 
ential treatment to vessels of its own registry. 


Action 


Argentine Government Decree No. 6087.—On July 26, 1948, the Maritime Com- 
mission formally called this decree to the attention of the Assistant Secretary of 
State asking the Department’s views as to What measures could be taken “* * * 
to protect the American merchant marine in this area”, 

Other discriminatory actions of the Argentine Government.—The question of 
discriminatory consular fees, port charges, etc., is under review in connection 
with a possible revision of the United States-Argentina FCN Treaty of 1853. 

On May 5, 1950, bused on an analysis of all complaints and conferences held 
by the Maritime Commission with the Department of State and Industry, there 
was forwarded to the Secretary of State a formal presentation of the diserimi- 
natory aspects of Argentina shipping policy, with the request that sueh policy be 
taken into consideration in any future treaty negotiations and in the furnishing 
of United States economic assistance to Argentina, 

The executive decree for reciprocal taxation between the United States and 
Argentina, signed July 7. 1950, remedied a dual taxation situation which, while 
not necessarily descriminatory, was a handicap to American ship operators. 


BRAZIL 
Complaints received 


September 10, 1948, National Federation of American Shipping.—Letter re 
ceived from the National Federation of American Shipping listing laws and reg- 
ulations believed to constitute a burden upon United States shipping, which 
had been promulgated by Brazil (also Argentina, Colombia, and Eeuador). 

August 23, 1949, Mississippi Shipping Co.—Letter received from the Mississippi 
Shipping Co. calling attention to a currency regulation under consideration by 
the Banco do Brasil. The regulation contemplated provisions for the payment 
of south-bound freights in a manner calculated to discriminate against United 
States shipping. 

September 12, 1949, National Federation of American Shipping —Formal pres- 
entation made by the National Federation of American Shipping relative to the 
burdens imposed upon and discriminations practiced against United States ves- 
sels by the Government of Brazil in the granting of special and preferential 
treatment to vessels of its own registry. 

July 1950, Conference Lines.—Complaint presented by Conference Lines as to 
the discriminatory features of certain barter regulations in the import trade, 
administered by the Banco do Brasil, which regulations would eliminate United 
States participation in heavy south-bound shipments. 
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September 24, 1951, Moore-McCormack Lines, Inc.—Letter received from 
Moore-McCormack Lines, Ine., advising that it had filed complaint directly with 
the Department of State as to reactivations of Decree 347 (granting berthing, 
priorities to Brazilian-flag vessels). 


Action 


Complaints of the National Federation of American Shipping.—The complaint 
submitted to the Maritime Commission on September 12, 1949, was analyzed and 
discussed with the Department of State. The analysis was transmitted to the 
American Embassy at Rio de Janeiro to November 1949, 

Currency regulations—Issuance of regulations of the Banco do Brasil with 
respect to south-bound freights (August 1949) was delayed by the Brazilian 
Government at the request of the State Department. A conference was held in 
Rio de Janeiro at which the Maritime Commission was represented. The decree, 
as finally issued in January 1950 was in modified form as a direct result of the 
efforts of the United States Government at this conference. 

Barter regulations.—Action by officials of the United States Embassy, at the 
request of the Maritime Commission, resulted in the elimination of the dis- 
criminatory barter regulations. 

Flag discrimination.—After having successfully induced the Brazilian Gov- 
ernment to suspend Decree No. 347 (berthing priorities for Brazilian-flag ves- 
sels), the decree was reactivated on September 24, 1951. Prompt action has been 
taken to influence the Brazilian Government to eliminate this discrimination 
and to rescind this decree. 

Discriminatory consular fees, port charges, etc—These discriminatory prac- 
tices are the subject of review looking to specitic action for their elimination. 


CANADA 
Complaints received 

July 1949-March 1952, Coastwise Line, others.—Complaints were submitted on 
behalf of the Coastwise Line with regard to the amendment to British Columbia 
Pilotage Regulations, making compulsory pilotage charges against foreign flag 
vessels in ports of British Columbia. 
Action 


August 5, 1949.—Complaint investigated and formal representation made to the 
Department of State. Subsequent complaints as to the same matter have been 
forwarded as received. After formal representations by the American Embassy 
at Ottawa, the Canadian Government stated (April 28, 1951) that it regretted 
that it was ‘“* * * unable to share the view of your Government that the as- 
sessment of compulsory pilotage dues against United States coastwise vessels in 
the British Columbia Pilotage District represents a departure from the principle 
of parity treatment.” 


CHILE 
Complaints received 


No formal complaint has been received by the Maritime Commission or the 
Maritime Administration, but since July 1949 the Maritime Administration, to- 
gether with the Department of State, has been concerned with trends developing 
in Chile looking to the imposition of export and import controls with a view to 
increasing participation of Chilean lines in freight traffic. 

Representations were made by the American Embassy and the issuance of 
trade controls was delayed until June 1950, at which time the discriminatory con- 
trols were made effective. 

Discriminatory effects of trade controls were modified by negotiations between 
United States and Chilean operators for a pooling agreement. This agreement 
permits a shipper to write on his import request “Via Chilean or Associated 
Lines,” which included United States flag vessels. Such a pooling agreement was 
submitted formally to the Federal Maritime Board and approved. 


COLOMBIA 
Complaints received 

August 13, 1947, National Federation of American Shipping.—The National 
Federation of American Shipping reported as to regulations instituted by the 
Colombian Government in connection with exportation of coffee, which regula- 
tions discriminated against American shipping. 

September 10, 1948, National Federation of American Shipping.—Letter re- 
ceived from the National Federation of American shipping listing laws and regu- 
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lations believed to constitute a “burden” upon United States shipping, which had 
been promulgated by Colombia (also Argentina, Brazil, and Ecuador). 

August 16, 1950.—Report from the United States Embassy in Bogota indicated 
that exchange controls as then exercised by the Colombian Government would 
discriminate against United States shipping. 

Action 


Export restriction—Upon receipt of the complaint of August 13, 1947, listed 
above, representations were made by the Maritime Commission to the Secretary 
of State. On August 30, a formal note of protest was presented to the Colombian 
Government by the United States Ambassador at Bogota. This protest received 
unfavorable publicity in Colombia at that time and a tense situation existed for 
many months. 

In the summer of 1950, though the good offices of the United States Ambassador, 
a sufficiently favorable atmosphere for consideration of United States complaints 
was created, and a joint conference of Colombian and United States shipping 
interests was held in Bogota. As a result of this conference certain pooling 
agreements were entered into between United States and Colombian shipping 
companies and were submitted to the Federal Maritime Board. These agree- 
ments were approved. 

Port charges, harbor dues, etc—It is expected that preferential treatment 
still existing as to Colombian vessels in connection with port charges, harbor 
dues, ete., may be resolved when the Treaty of Friendship, Commerce, and Navi- 
gation (already signed by representatives of the Colombian and United States 
Governments) is ratified, 


ECUADOR 

Complaints received 

September 10, 1948, National Federation of American Shipping.—Letter re- 
ceived from the National Federation of American Shipping listing laws and regu- 
lations believed to constitute a “burden” upon United States shipping, which had 
been promulgated by Ecuador (also Argentina, Brazil, and Colombia). 

September 15, 1949, National Federatioin of American Shipping.—Formal pre- 
sentation made by the National Federation of American Shipping relative to the 
burdens imposed upon and discriminations practiced against United States vessels 
by the Government of Ecuador, in the granting of special and preferential treat- 
ment to vessels of its own registry. 


Action 


Early in 1948 the Department of State called attention to the fact that the 
Gran Colombiana Line, a joint shipping organization of the Venezuelan, Colom- 
bian, and EKeuadorean Governments, was strongly supported by the Bucadorian 
Congress and public opinion. Preferential harbor dues, pilotage, etc., were 
extended to the line—but even more important, a reduction of 50 percent in 
consular fees was granted to shippers using that line. 

Representation was made to the Ecuadorean Government as to the discrimina- 
tory effects of these regulations. The Ecuadorean Government replied that these 
reductions were in compliance with treaty obligations between the Governments 
of Beuador and Colombia. This complaint has been carried to the highest 
diplomatic levels, so far without result. 


EGYPT 

Complaints received 

November 23, 1948, National Federation of American Shipping.—Letter re- 
ceived from the National Federation of Ameican Shipping listing a reduction 
in port dues to Egyptian-flag vessels. The letter also listed other discrimina- 
tions as reported to the Federation in Portugal, France and colonies, Italy, 
Cyprus, Turkey, and Gibralter. [This reduction was denied by the American 
agent of the Khedivial Line, and could not be substantiated.] 

April 19, 1951, American Export Line.—Letter from representative of the 
American Export Line, calling attention to the possible discriminations in article 
2, point 4, of the proposed Egyptian maritime legislation. 


Action 
The United States Embassy has been fully advised of the situation as reported 


by the American Export Line and the matter is being followed closely by the 
Department of State. 
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FRANCE 
Complaints received 


August 18, 1945, War Shipping Administration.—Complaint of War Shipping 
Administration to the effect that reinstitution of the services of “Courtiers 
Maritimes” by the French Government constituted a burden to its operation and 
in effect discriminated against United States vessels. [War Shipping Admin- 
istration instructed their agents to pay fee to “Courtiers Maritimes” under 
protest. ] 

November 23, 1948, National Federation of American Shipping.—Letter from 
the National Federation of American Shipping listing discriminatory actions 
of foreign governments, including France. 

December 2, 1949; March 3, 1950, National Federation of American Shipping.— 
Letters from the National Federation of American Shipping regarding the dis- 
criminatory features of “Courtiers Maritimes” and suggesting another approach 
to solution of problem. 


Action 


The Maritime Commission, in the immediate postwar period, entered into 
negotiations with the French Government seeking to eliminate the necessity 
of using “Courtiers Maritimes.” The French Government replied that the 
matter would be handled in connection with a revised Treaty of Friendship, 
Commerce, and Navigation between the two Governments. Negotiations for 
such a new treaty have, however, not been productive. 

A separate approach to the French Government on the subject resulted in a 
compromise offer by that Government which was unacceptable to the United 
States. In the meantime the American-flag operators, including agents of the 
National Shipping Authority, continue to pay the fees of “Courtiers Maritimes” 
under protest. 

GERMANY 

Complaints received 

November 8, 1950, Isbrandtsen Co., Inc.—Letter from the Isbrandtsen Co., Inc., 
calling attention to potential difficulties of exchange in Germany, and possible 
discrimination against United States shipping through currency regulations. 


Action 


The above complaint was transmitted to the Department of State and the 
Isbrandtsen Co., Inc., requested to develop further information as to possible 
discrimination. 


ITALY 

Complaints received 

October 1, 1948.—The United States Embassy in Rome called attention to an 
Italian law, administered by the Italian Emigration Commission, which had been 
reactivated, and which, it was felt, might discriminate against United States 
operators carrying Italian third-class passengers. 

Norember 28, 1948, National Federation of American Shipping.—Letter from 
the National Federation of American Shipping listing the Italian emigration 
regulations as possible discrimination. 

December 13, 1951, Lykes Bros—Complaint from Lykes Bros. Shipping Co. 
that Italian financial regulations might constitute a potential discrimination 
against their vessels. 

Varch 6, 1952, Isbrandtsen Co., Inc.—Complaint from the Isbrandtsen Co. that 
Italian currency regulations prevented free exchange of lira and precluded par- 
ticipation by this company in carrying cargoes from Italy to round-the-world 
ports on the Isbrandtsen service. 

Action 

Emigration regulations.—Prompt representations to the Italian Government 
by the United States Embassy in 1948 regarding the discriminatory effects of the 
regulations of the Emigration Commission resulted in a waiver being granted 
by the Italian Government to the steamship La Guardia. At that time it was 
proposed to revise these regulations, 

The American Export Line in December 1950 informally discussed the possible 
effect of the Italian regulations on their third-class passenger traffic and offered 
to undertake an investigation by their organization in Italy together with the 
United States Embassy. They further offered to report to the Maritime Admin- 
istration such features of this law as were considered discriminatory. 
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Currency regulations.—With regard to complaints on currency regulations 
reported by the Lykes Bros. Co., prompt representations were made to the Depart- 
ment of State, The Embassy was assured that the Italian Government did not 
intend to demand or foster collection of freight in lire, and that normal practice 
was to make requisite dollars available for CIF purchases in the United States. 

This matter, together with the complaint of the Isbrandtsen Co., Inc., is under 
review in connection with a study of Italian currency regulations which may 
discriminate against United States shipping. 


PORTUGAL 
Complaints received 

August 19, 1948, Farrell Lines, others.—Complaint of the Farrell Lines and 
other United States-flag carriers as to flag discrimination at Beira and other 
Portuguese ports in Africa. 

September 8, 1948, H. S. Dorf & Co., Inc.—Complaint from H. 8. Dorf & Co., 
Inc., as to discriminatory import duty imposed under the tariff regulations of 
Portugal. (These regulations were of long standing and had been reinstated 
after the war period.) 

November 28, 1948, National Federation of American Shipping.—Letter from 
the National Federation of American Shipping listing certain regulations re- 
ported to them by United States operators as discriminatory to United States 
vessels, 

Action 


H. 8S. Dorf & Co.—Acting on the complaint of H. 8. Dorf & Co., additional 
material was submitted to the Department of State for use in negotiations then 
pending with the Government of Portugal. As of January 15, 1949, the Portu- 
guese Government unconditionally abrogated tariff discrimination but did not 
permit publication of the order until 6 months later. 

Flag discrimination, Beira—Complaint on flag discrimination in Beira was 
referred to the Department of State. Several conferences were held with ECA 
and other interested agencies, in which the Maritime Administration participated. 
Negotiations resulted in a convention, signed by the British and Portuguese 
Governments, for the improvement of both railway and port. A committee, 
including representatives of the Portuguese, southern Rhodesian, northern Rho- 
desian, and Nyassaland Governments and industry was constituted as a Beira 
Imports Advisory Committee, with the object of maintaining an equitable flow 
of traffic through the port until such time as additional facilities should be 
completed. 


SPAIN 
Complaints received 

February 1949, United States Lines.—Complaint filed by the United States 
Lines to the effect that Spanish Government currency regulations were discrimi- 
nating against their operations, 

August 1, 1951, American Export Line—Complaint from representatives of the 
American Export Line to the effect that American steamship lines were not per- 
mitted to sell passenger tickets for pesetas, whereas steamship lines of other 
nationalities and airlines were permitted to do so. 

Action 


Spanish currency regulations.—On November 7, 1949, there was submitted 
to the Department of State a formal statement as to the discriminatory effects 
of Spanish currency regulations as administered by the Spanish Foreign Ex- 
change Institute (a government agency). Every effort was made by the United 
States Embassy in Madrid to eliminate the procedures but it was not until 
January 6, 1950, that the United States Embassy reported that regulations had 
been modified to a slight degree in order to permit carriage of some Spanish 
Government-controlled cotton by United States operators, 

On January 31, 1950, the Maritime Administration granted a waiver for the 
carriage, by Spanish vessels, of 50 percent of the cargoes moving under Export- 
Import Bank loans, with the proviso that the Spanish Government taks steps to 
alleviate discriminatory regulations. As of March 20, 1951, the Embassy re- 
ported that it was continuing to press for relief from these regulations. 
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UNION OF SOUTH AFRICA 
Complaints received 


December 29, 1948, Seas Shipping Co.—Letter from the Seas Shipping Co. to 
the Maritime Commission advising that import controls and emergency financial 
regulations imposed by the Union of South Africa would discriminate against 
United States shipping. The Maritime Commission had already been advised 
of complaints on this same subject received by the Department of State from 
the Farrell Lines, Inc. (December 11, 1948), and the Lykes Bros. (December 22, 
1948). 

Action 

Prompt representation to the Government of the Union of South Africa by the 
Embassy and industry was effective. The Government of the Union of South 
Africa amended its currency regulations to permit importers to obtain dollar 
currency both for goods and shipping services, thus restoring the competitive 
position of United States operators. 

Senator Magnuson. Is it not true that about all you can do in this 
matter is to receive the complaints and urge action on the part of the 
other proper governmental agencies involved ? 

Admiral Cocnrane. That is correct, Senator. ‘There is one remedy 
only which we have within our own control, and even that requires 
consultation with the Secretary of State. That is, of course, the 
countervailing subsidy which we do not want to use, which is provided 
for in section 604 of the 1936 act, but which we would come to very 
reluctantly and which so far we have not used. 

Senator Magnuson. Is it not obvious to you, after hearing some of 
the testimony this morning—I suppose there are a great number of 
other instances, the record will be ited with them—that despite the 
fact of the efforts on the part of the Maritime Board and of the State 
Department and other governmental agenci although we have 
made some progress on one thing, that we find another thing cropping 
up, and there seems to be no end to the things that are being done of a 
discriminatory nature. 

Admiral Cocuranr. I think that is undoubtedly true. Of course, 
it stems, I think, from the ve ry great political and economic disturb- 
ances to which the world is exposed at the present time. 

Much of it stems from the difficulties of World War IT, and some 
from the other unrest which has grown up subsequent to the war. 

Senator Macnuson. But there are some maritime countries that have 
been just as economically, or more, disturbed than some other coun- 
tries, and yet one country will take care of these discriminatory 
practices and other countries will not. 

Admiral Cocurane. That, unquestionably, istrue. There undoubt- 
edly is a difference in the philosophies of some of the governments, 
particularly in South Americ 

Mention has been made of the difficulties in Brazil. We believe that 
we can help them by giving assistance under the point 4 program. A 
plan is afoot now to go down and advise them on the reorganization, 
not necessarily the rebuilding of some of their port facilities, the 
matter to which Mr. Finnesey just referred. They have good facili- 
— at the moment which are clogged through the lack of what we 
believe to be well-planned administration. 

Senator Macnvuson. Do you think it is possible to deal with this 
matter rather than the attempts that have been made unilaterally, for 
instance, to deal with Brazil, Argentine, Italy—to deal with it through, 
let us say, a group of rules in the United Nations where all ports “of 
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the free world would have the same open ports and the same fair 
reciprocal arrangements? 

Admiral Cocukanr. I believe were it possible to develop satisfac- 
tory and accessible regulations of the United Nations that that might 
be very helpful, but there are very substantial differences in the eco- 
nomiecond:tions and in the temperamental national views that make it 
very difficult at the present time. 

Senator Magnuson. I was not thinking in terms of currency mat- 
ters, but thinking in terms of ports, the question of different fees. the 
question of pilot fees, the question of berthing, and all of those things. 
Could we not work out some international agreement whereby all 
ports, signatory to the agreement, would be under the same regulations 
and the same rules for all ships ¢ 

Admiral Cocurane. I believe that a great deal could be done in 
that line. 

Senator Magnuson. Here are some nations that do it and others 
do not. 

Admiral Cocnranr. 1 think a great deal has been accomplished in 
that field of international agreement on maritime matters. I refer 
particularly to the tonnage rules which need revision at the mo- 
ment, but still have been accepted over the years. 

I refer to the safety of life at sea requirements, which are quite well 
standardized among the maritime nations. 

Senator Magnuson. What international organizations now exist? 
One is the safety at sea. 

Admiral Cocnranr. That one is an ad hoc meeting. It does not 
exist continuously. It meets as circumstances require it and arrives at 
a new agreement convention which is ratified by the necessary number 
of nations and then becomes law. 

The United Nations, of course, has certain areas which are inter- 
ested in this thing, but which are permanent. So far they have not 
been too productive. 

Senator Magnuson. I do not know whether you agree with me or 
not, but I'think that the time has come to call another international 
maritime conference whereby we could take up many of these mat- 
ters. It could not do any harm. 

Admiral Cocnuranr. I agree with that. 

Senator Magnuson. And these nations would come. Whether we 
would do it through the auspices of the United Nations or whether 
we would just take the lead and call it as a matter, of course, of pro- 
cedure, I = not know. 

Admiral Cocurane. I think that State-would be a better witness on 
that matter of procedure than I. 

Senator Magnuson. I think that the Board, I know, has attempted 
to be diligent in calling the attention of these complaints to the proper 
parties, but I think it is only fair to say that that is about all the 
Board can do. 

Admiral Cocurang. Almost the extent of our work. 

Senator Magnuson. And that you have been strong and vigorous 
in your urging other people to do something about it. 

Admiral Cocturann. L would like to add that I think that such a 
meeting as this one is helpful in mutual understanding of these 
problems which are clearly of concern to State, Maritime, and in- 
dustry. 
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Senator Magnuson. Thank vou, Admiral. 
Admiral Cocurane. Yes, sir; thank you. 
Senator Maenuson. We will hear from the State Department 


now, Mr. Linder, Deputy Assistant Secretary of State for Economic 
Affairs. 


STATEMENT OF HAROLD F. LINDER, DEPUTY ASSISTANT SECRE- 


TARY OF STATE FOR ECONOMIC AFFAIRS, DEPARTMENT OF 
STATE, WASHINGTON, D. C. 


Mr. Linper. My name is Harold F. Linder. I am now serving as 
Deputy Assistant Secretary of State for Economic Affairs. 

Since heretofore I have not had the opportunity to appear before 
your committee I thought it might be appropriate to say that : have 
been in the Government for approximately 1 year, and my career 
except for 3 years of service in the Navy during the war has bear i in 
business, and that I am presently on leave of absence from an in- 

vestment company of which I am the president. 

The Department is glad to appear here and to cooperate with this 
committee in its investigation of discriminatory acts of foreign gov- 
ernments affecting our merchant marine. 

During the past few years, the Department has received numerous 
complaints with regard to discriminations and restrictions encoun- 
tered by United States vessels in foreign trade. I do not believe that 
it would be worth while to occupy the committee’s time with a de- 
tailed analysis of these complaints. I shall, therefore, discuss the 
general aspects of this question, together with the progress which has 
been made in dealing with it, and submit a detailed statement for the 
record, 

The maritime policy of the United States is set forth in the Mer- 
chant Marine Act of 1936. Fulfillment of this policy is the respon- 
sibility of various Government agencies, including the Department 
of State. There is no need to tell you that the Department is fully 
aware of its responsibilities and of the necessity for an American 
merchant marine as outlined in the 1936 act. The Department is also 
aware of the difficulties which face American shipping today and of 
the necessity for vigorous action on our part in order to maintain the 
competitive position of United States vessels in foreign trade. It must 
be remembered, however, that American shipping engaged in foreign 
trade today is about four times the tonnage engaged in foreign trade 
before World War II, and that this has multiplied and intensified the 
prob lems placed before the Department. 

The problems of American shipping abroad result largely from 
two factors which are, io some extent, interrelated. One is the efforts 
of other countries to develop or to expand merchant shipping as an 
aspect of national policy; the other is the almost universal shortage 
of dollars abroad. 

As this committee is aware, many hitherto nonmaritime nations 
have found it desirable, for reasons which seem valid to them, to 
develop national flag merchant fleets. In so doing, they ‘have con- 
sidered it necessary to resort to various forms of government assist- 
ance. While the United States has adopted a policy of direct sub- 
sidies for shipping and shipbuilding, many other countries have re- 
sorted to devices designed to force the movement of commercial cargo 
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in vessels of their own flag. This Government cannot quarrel with 
the desire of other nations for shipping subject to their own control; 

however, in accordance with our general trade policy, we have and 
shall continue to take exception to some of the methods used to 
facilitate their ends. 

It will be noted from the detailed statement which has been sub- 
mitted that most of our problems lie within the inter-American area. 
The other American Republics were among the first of those nations 
which had not hitherto maintained merchant fleets to undertake mari- 
time programs after World War II. These programs in some cases 
resulted from the necessitous withdrawal of some shipping services 
during the war; in other cases they were a logical outgrowth of the 
economic progress of this area. The desire of some countries to con- 
serve foreign exchange has also been a factor even in the Western 
Hemisphere. 

The countries of Latin America have pursued their shipping pro- 
grams vigorously and are now firmly established in international 
trade, particular ly in trade with the United States. Argentina, Bra- 
zil, and Chile have all increased their merchant fleets substantially. 
Moreover, three smaller countries—Colombia, Venezuela, and Ecua- 
dor—have embarked on a joint shipping enterprise. ‘This has resulted 
in keener competition in this area for United States shipping com- 
panies which, unlike lines operating to other areas, have had com- 
paratively little Government-financed cargo reserved to them. 

It is not in the tradition of American business, of course, to object to 
competition. However, shipping interests, the Maritime Administra- 
tion, and the Department have felt that many of the measures taken 
by Latin-American countries to assist their own shipping were dis- 
criminatory, particularly those which resulted in the unreasonable 
diversion of commercial cargo to national-flag vessels. Some of these 
measures have taken the form of preferences under exchange regu- 
lations; others involve Government direction of privately purchased 
imports, discriminatory consular fees, and preferential berthing of 
ships in congested ports. 

Our efforts, coupled with those of other agencies and of the industry, 
have resulted in the settlement of many of the problems in this area, 
particularly those arising from exchange difficulties. Satisfactory 
results have been obtained in our negotiations with Chile, Colombia, 
and Venezuela and, to a lesser extent, with Brazil and Argentina. 
There remains, however, discriminations favoring national ships in the 
rather substantial consular fees imposed by Ecuador and Brazil. 
Moreover, Brazil and Argentina still give preferential berthing to 
their vessels, while Argentina continues to require the use of national 
ships for a large amount of commercial cargo. Our efforts to solve 
these problems will, of course, continue. 

Dithculties with which American shipping is faced in other parts 
of the world include berthing priorities in certain ports on the East 
Coast of Africa, the compulsory employment in France of so-called 
courtiers maritimes or licensed customs brokers by foreign vessels, 
and some compulsory pilotage on the west coast of Canada. These 
questions have been under discussion with the governments concerned 
for some time, thus far without success. 

Discriminations against American shipping, serious as they are, 
probably pose less of a threat to the maintenance of an adequate 
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merchant marine by this country than the shortage of dollars abroad. 
Many foreign countries have been going through a period of acute 
economic distress. As a result they have been aie to purchase 
American goods and Ameerican services to the extent that they would 
like to buy and we would like to sell. This has raised serious prob- 
lems for various segments of our economy, including shipping. 

Dollar-short countries naturally turn to shipping as a means both 
of conserving and earning the foreign exchange essential to economic 
recovery. This reduces the amount of cargo available for American 
ships. In addition, American lines find it difficult to accept foreign 
currencies in payment for freight or passages due to the inability of 
some countries to allow free convert bility of their currencies into 
dollars. Asa result, the American carrier is greatly handicapped in 
competition with foreign carriers who do not require dollars and are 
able to offer their services for other more easily obtained currencies. 

The United States cannot quarrel with the necessity of most foreign 
countries to restrict to the most necessary items their purchases from 
the United States; in fact, we have encouraged these countries to 
ration their dollars in order to achieve viability and thereby become 
less dependent on aid from the United States. Nevertheless, the 
Department at all times has endeavored to insure that currency regu- 
lations are not used as a device for excluding United States shipping 
fromatrade. Further, the Department has pressed and will continue 
to press for free convertibility as rapidly as the dollar position of 
individual countries permits. 

A serious currency problem, which was referred to in the hearings 
held by this committee in 1950, arose with South Africa where 
exchange regulations were so drawn as to constitute, in the opinion 
of this Government, a discrimination against United States shipping. 
Asa result of representations made by our Embassy, the South African 
Government changed its regulations so that the discrimination was 
removed. 

Other serious dollar-shortage problems have arisen in Spain and 
in Italy. In the Italian case the Department has been informed that 
cotton importers are employing Italian tramps to carry cotton pur- 
chased in this country and are paying the freight in ‘lire. United 
States shipping companies are unwilling to accept lire since they are 
not freely convertible into dollars. But, since there are no official 
regulations which discriminate against United States shipping, the 
Department has been unable to make representations to the Italian 
Government. 

In the 2 years since this committee last held hearings on these prob- 
lems, progress has been made. Nevertheless, I do not mean to imply 
that all problems have been solved or that additional ones will not 
develop. You may be sure, however, that we will continue our efforts, 
which are entirely consistent with our over-all commercial policy, to 
protect United States shipping against unfair practices. 

I would like to interpolate by saying to you that only this morning 
I had called to my attention a table which I think it would be i improper 
for me to put on the record which I would be very glad to make 
available to you, sir, which does give some very genuine indication 
that these representations of ours have been receiving the attention of 
the highest authority in some of these governments and that we have 
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spared no efforts to endeavor to have what we consider unfair dis- 
criminations removed. 

So much emphasis was placed this morning in the hearings before 
you and the particular discriminations in the Latin-American coun- 
tries, most especially the Argentine and Brazil, that although it had 
been my intention merely to submit an additional statement for the 
record which went into detail, if you prefer, I shall be glad to include 
that in my testimony, but I leave it entirely to you as to whether it is 
wise for me to discuss the detailed discriminations and what we have 
done about them on the record now. 

Senator Macnuson. We will place all of these in the record, because 
I think it is important that we b so, as to what the State Department 
has done, if anything. 

(The documents referred to are as follows:) 


ARGENTINE SHIPPING DISCRIMINATIONS 
INTRODUCTION 


Until the outbreak of World War II, Argentina depended almost entirely upon 
foreign-flag shipping for its ocean trade. Because of the war many shipping 
services to and from Argentina were terminated. As a result, Argentina had 
at her disposal only a small part of the foreign tonnage normally available. 
This led to the establishment in 1941 of an Argentine state merchant fleet. Since 
the end of World War II, Argentina has increased her tonnage very considerably 
by ship purchases and new construction. The last reported statistics placed 
Argentina thirteenth in tonnage among the merchant fleets of the world. 


DISCRIMINATIONS 


The first and most serious discrimination is the control exercised by the 
Argentina Government over the routing of cargoes by Instituto Argentino para 
la Promocion del Intercambio (IJAPI) under decree 6087 of March 9, 1948. 
Under this decree, the Government of Argentina required that all purchases of 
equipment and material for agencies of the Argentine Government be transported 
from the United States to Argentina on Argentine-flag ships. IAPI purchases 
or finances the purchases of a large volume of imports into Argentina and directs 
the routing via Argentine vessels. 

The Government of Argentina has signed several trade and commercial agree- 
ments with various countries of the world with a provision that the transporta- 
tion of com:nodities resulting from such agreements be made preferably in ships 
of their respective nationalities, in equal proportions. It is reported that such 
agreements have been negotiated between the Argentine Government and South 
Africa, Spain, Chile, Switzerland, Italy, France, and Czechoslovakia. 

Preferential treatment is granted to Argentine vessels in the assignment of 
berths and docks which, when the ports are congested, cause American operators 
extra expense and delays. 

There are also problems of discriminatory fees and charges against United 
States shipping companies. These are such fees as port charges, consular fees, 
light and health dues, buoy dues, entrance dues, stamp tax, and pilotage. The 
Argentine state fleet is either exempt entirely from the payment of these charges 
or is required to pay only a reduced percentage of such charges. 

In May 1951, when the Central Bank of Argentina negotiated new contracts 
for the importation of agricultural equipment into Argentina it inserted a clause 
providing that in the routing of such cargoes preference shall be given to Argen- 
tine flag vessels 


UNITED STATES GOVERNMENT ACTION TAKEN ON ABOVE DISCRIMINATIONS 


Argentine decree 6087.—Insofar as the routing of bona fide Government cargo 
is concerned, there is no action which the United States Government can take. 
However, in the cases where this control extends to commercial! cargo the United 
States has a basis for a protest. Such protests have been made, but with no 
great success up to the present time. 
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Argentine trade and commercial agreements.—The United States protested the 
inclusion of the preferential shipping clause contained in these agreements on 
the grounds that it was restrictive and discriminated against American shipping. 

Preferential shipping clause in central bank’s contracts for importation of 
agricultural machinery.—The American Embassy in Buenos Aires, upon instruc- 
tions from the Department, submitted a note of protest in June 1951 to the 
Foreign Office requesting the elimination of the proposed clause in the contracts 
on a basis of discrimination. Approximately a year later, the Foreign Office 
advised the American Embassy that it was necessary for the Government of 
Argentina to obtain agricultural implements to mechanize its agriculture and 
inasmuch as its foreign exchange was limited it was necessary to insert such 
au clause in order to conserve foreign exchange to provide the necessary currency 
to purchase the machinery. Consideration is being given to further steps which 
might be taken in this matter 

Officials of the Mississippi Shipping Co. were in Buenos Aires for sometime 
in May and early June of 1951 when full discussions were held with the Argen- 
tine shipping officials on an industry level. At that time, the Department sent 
au special representative to Buenos Aires to assist the shipping companies and 
the Embassy in these discussions. 

Argentine law No. 14338/46 provided for the payment of income tax from 
January 1, 1946, of all companies not incorporated in Argentina engaged in the 
business of transport between the Argentine Republic and foreign countries. 

On January 20, 1950, after extensive negotiations between the two Govern- 
ments, the United States and Argentina signed an executive agreement providing 
for the reciprocal exemption of taxation on earnings derived from the operation 
of ships and aircraft. 


BRAZILIAN SHIPPING DISCRIMINATIONS 


INTRODUCTION 


The Brazilian shipping line engaged in international services is owned and 
operated by the Government; in November 1949 its fleet consisted of 97 vessels 
of 435,077 gross tons. 

DISCRIMINATIONS 


Decree law No. 347 of March 23, 1938, gives the Brazilian shipping line prefer- 
ential berthing treatment at Brazilian ports. Although this law was passed in 
1938 it was not enforced until February 1947 but was suspended in November 
1949. This decree law was again placed in operation on February 24, 1951. 

Decree law No. 5406 of April 14, 1943, requires all foreign vessels to pay light- 
house dues of approximately $109 per port of call, for each of the first two ports 
in Brazil on each trip; Brazilian ships are exempted from such dues. 

Law No. 420 of April 10, 1937, article 19, provides for a 50-percent reduction in 
consular charges for goods shipped on Brazilian-flag vessels. The consular fees 
vary according to the value of the goods shipped. 

Decree law No. 4655 of September 3, 1942, imposes a special stamp tax on the 
freight revenue declared on the ship manifest of all foreign vessels. This tax 
amounts to approximately 25 cents on each $50 shipment or fraction thereof. 
Cargoes shipped on Brazilian vessels are exempt from this tax. 

sanco do Brasil Regulation No. 44 originally scheduled for issuance on January 
1, 1950, and which provided for payment of south-bound freights in cruzeiros. 
A modified version was finally issued on March 1, 1950. 

Informal barter arrangements were begun in 1950 whereby the Brazilian Goy- 
ernment permitted merchants to use the full amount of dollar credits for the 
purchase of goods to be imported into Brazil if shipment was made on Brazilian 
ships with freight charges payable in cruzeiros; whereas, if other flag vessels 
were used, south-bound freight charges were deducted from the dollar credits. 
The Banco do Brasil was reported to also be stamping import licenses with the 
phrase “to be shipped by Lloyd Brasileiro.” 


UNITED STATES GOVERNMENT ACTION TAKEN ON ABOVE DISCRIMINATIONS 


Decree law No. 347.—The American Embassy in Rio upon instructions of the 
Department filed a protest with the appropriate authorities of the Brazilian Gov- 
ernment regarding the discriminatory features of this decree which gave prefer 
ential berthing treatment to Brazilian vessels, After long and protracted dis- 
cussions, the Government of Brazil on November 2, 1947, suspended this decree 
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law.. (It should be pointed out here that notwithstanding the strong efforts 
made on the part of the United States Government to have this law rescinded, 
the most that could be obtained was a suspension of this law.) On September 25, 
1951, after this law was again made applicable on September 24, 1951, the 
Embassy formally presented a note to the Foreign Office requesting that the 
discrimination on berthing privileges be removed. On November 21, 1951, the 
American Embassy in Rio was advised by the Foreign Office that the matter 
was being considered by the President of Brazil. In spite of several inquiries 
the Embassy understands the President has not yet rendered a decision, 

In regard to the lighthouse dues, remittance tax, consular charges, and stamp 
tax it is believed that the best method for eliminating these discriminations 
would be to negotiate an appropriate treaty. A draft of such treaty was pre- 
sented to the Brazilian Government on April 23, 1946, A revised draft was given 
to Brazil for consideration in January 1949. It has not been possible up to the 
present time to conclude such a treaty. 


REGULATION NO, 44 


On December 27, 1949, a United States delegation composed of a representa- 
tive of the United States Maritime Commission, the Moore-MeCormack Line, and 
the Mississippi Shipping Co. departed for Rio to hold consultations together 
with the American Embassy in Rio looking toward the cancellation of this regu- 
lation. These discussions with the Brazilian authorities lasted approximately 
6 weeks and although the United States delegation was unable to prevent is- 
suance of the regulation it was able to get a modified version adopted which was 
more favorable to the United States-flag lines. This regulation provided that 
freight payments on southbound cargoes from United States to Brazilian ports 
would be paid in cruzeiros with prompt conversion into dollars. On June 1, 
1951, regulation No. 44 of the Banco do Brasil was suspended. 


INFORMAL BARTER ARRANGEMENTS 


The Department, on August 30, 1951, upon receipt of a detailed statement 
from the United States shipping lines and the Maritime Administration, in- 
structed the American Embassy in Rio to bring this matter to the attention 
of the Brazilian authorities with the request that this discriminatory practice 
be discontinued. The Embassy note protesting this action was dated Septem- 
ber 8, 1950. The Brazilian Foreign Office on September 29, 1950, informed the 
American Embassy that the Bank of Brazil had been instructed to temporarily 
discontinue the clause stamped on the import license reading: “The value in for- 
eign currency is understood to be f. 0. b., insurance and consular expenses, pro- 
vided the transportation of the merchandise to be imported is made in vessels 
of the Lloyd Brasileiro in which case the freight will be paid in cruzeiros in 
Brazil.” 

No new transactions of this type are believed to have been authorized since 
February 1951. 


CHILEAN SHIPPING DISCRIMINATION 


DISCRI —_ ATION 


The Government of Chili in 1949 through the use of its import license system 
attempted to insure that 50 percent of the United States-Chilean ocean trade 
was carried in Chilean-flag vessels. 


UNITED STATES GOVERNMENT ACTION TAKEN ON ABOVE DISCRIMINATION 


In August 1949 the Department instructed the American Embassy in Santiago 
to urge the Chilean Government to pursue a policy of non-Government inter- 
ference with commercial cargoes. The Embassy was instructed to point out that 
the United States for many years had consistently urged all other governments 
to abstain from the arbitrary diversion of commercial cargo by official edict. 
However, shortly thereafter, the Chilean National Foreign Trade Council dis- 
tributed a new import permit application which required importers to show if 
the transportation of the goods had been contracted for in Chilean vessels and 
if the freight charges were to be paid in Chilean or foreign currency. 

In September 1950 the United States filed a formal protest against the dis- 
criminatory features of the import permit application, specifically question 9 of 
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the application which required the importer to name the shipping company to 
be used. The United States pointed out that it had long been the established 
policy of the United States that international shipping should be conducted 
under conditions permitting free competition on equal terms for all carriers for 
commercial cargoes. 

In September 1950, representatives of the United States shipping industry and 
representatives of the Department of State went to Santiago to assist the Em- 
bassy on this problem. 

Shortly after the intercession of the United States Government representa- 
tives at the very highest level in Chile, the United States and Chilean shipping 
interests reached mutually satisfactory agreements. 


COLOMBIA SHIPPING DISCRIMINATIONS 
INTRODUCTION 


A shipping enterprise was established in 1946 by the Venezuelan, Colombian, 
and Ecuadoran Governments with its head office in Bogota, with Colombia 
and Venezuela each owning 45 percent and Ecuador 10 percent of the company. 
Service by this company between Colombia and the United States was inaugurated 
in May 1947. 


DISCRIMINATION 


The Colombian Government Import Control Board in early 1949 issued import 
permits for goods purchased in the United States on such a basis that virtually 
forced south-bound cargo to vessels of the shipping company referred to in the 
above paragraph, 


UNITED STATES GOVERNMENT ACTION TAKEN 


In August 1949, acting upon the request of the United States shipping com- 
panies to Colombia, the Department protested the above practice of the Colombian 
Government on the grounds that such practice was discriminatory against United 
States shipping interests. It was also pointed out to the Colombian Government 
that it was in the interests of both countries for its steamship companies to 
operate on a fair basis, on fair and equal terms, After protracted negotiations 
in which the United States Government and the respective United States shipping 
companies collaborated very closely, a mutually satisfactory agreement was 
reached in August 1950. 

A treaty of friendship, commerce, and economic development was signed be- 
tween the United States and Colombia on April 26,1951. This treaty is presently 
before the United States Senate for consent to ratification. 


EcuADOR SHIPPING DISCRIMINATIONS 
INTRODUCTION 


Flota Merchante Gran Colombiana S. A. is an organization founded under 
the laws of Colombia, with Ecuador holding 10 percent of the stock; the balance 
is owned 45 percent each by Colombia and Venezuela, respectively. The Ec- 
uadoran stocks is held by the Banco Naconal de Fomento. Two ships of the 
Flota fleet fly the Ecuadoran flag. Service between the United States and 
Ecuador was inaugurated in June 1947. 


DISCRIMINATIONS 


Consular law of 1936 and Official Decree No. 505 provides that a consular in- 
voice fee of 7 percent of the f. o. b. value of the gocds be charged on goods 
shipped on foreign vessels, while goods shipped on Ecuadoran vessels would pay 
only 31% pereent. (This preference has been extended to Flota Gran Colombiana 
vessels other than those flying the Ecuadoran flag. ) 

Decree No. 240, March 31, 1937, provided that Ecuadoran-flag vessels be 
given preferential rates on certain port dues and other port charges. 


UNITED STATES GOVERNMENT ACTION TAKEN ON ABOVE DISCRIMINATION 


The United States generally has two methods of action. One is under the 
applicable treaty provisions and the other is by diplomatic protest. 

In the absence of any applicable treaty, the United States has made numerous 
diplomatic representations. Over the last 34% years various protests have been 
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made to the Ecuadoran Government regarding this matter, up to and including 
the highest level of the United States Government. However, to date the results 
of these protests have not been successful. 

At the present time informal discussions are being held in Quito looking 
toward the opening of negotiations for a friendship, commerce, and navigation 
treaty which, if concluded, would provide the basis for the elimination of the 
above discriminatory practices. 


Urvueuay SHIPPING DISCRIMINATIONS 


In January of 1950 the Department was approached by a United States shipping 
company regarding regulations of the Bank of Brazil and the Bank of the 


Republic of Uruguay which, in effect, operated to prevent United States flag 


ships from participating in Brazil to Uruguay freight traffic. 

It was reported that the Bank of Brazil would not permit the shipment of 
eargo from Brazil to Montevideo on United States flag ships on a prepaid basis 
unless the shipper sold a dollar draft for the amount of the freight. Under a 
then current Bank of Uruguay circular and in the absence of a payments 
agreement between Uruguay and the United States it was doubtful that, if the 
United States shipping company collected its freight on goods moving from Brazil 
in Uruguayan pesos, it would then be able to transfer the equivalent in dollars 
to the United States. 

Upon instructions from the Department, the United States Embassy discussed 
this matter with the appropriate Uruguayan officials and in the latter part of 
January 1950, the Uruguayan Government established a definite quota of United 
States dollars for the payment of freight earned by United States vessels in the 
trattic outlined above. 

The firs postwar treaty of friendship, commerce, and economic development 
was signed between United States and Uruguay September 23, 1949. 


VENEZUELA 


It should be noted also that United States shipping companies operating to 
Venezuela were faced with severe competitive problems after the advent of the 
Venezuelan shipping lines, which were owned and operated by the Venezuelan 
Government in this trade. In an effort to stabilize conditions and to prevent a 
situation from arising which would be detrimental to the interests of the United 
States and United States shipping companies, the Department extended every 
possible assistance in bringing together the shipping interests of both countries, 
which resulted in a satisfactory agreement being reached. 


CANADA 


United States vessels are assessed compulsory pilotage dues when entering 
ports in the British Columbia pilotage district, whereas Canadian and British 
vessels are not so assessed. United States shipping companies operating in the 
area have complained that the assessment of these pilotage dues is a discrimina- 
tion: This discrimination dates from anh Order-in-Council of May 2, 1949. 

After consultation with the Maritime Administration, protests against this 
discrimination were lodged with the Canadian Government in 1949 and again on 
October 31, 1950, and has been the subject of correspondence and discussion 
since, The Canadian Government has insisted that this action is not discrimina- 
tory and is similar to treatment accorded Canadian vessels in one or more 
United States west coast ports. 


FRANCE 


For many years, beginning long before the war, American ship operators have 
brought to the Department’s attention the requirement that foreign vessels en- 
tering French ports must utilize the services of the courtiers maritimes—licensed 
eustoms brokers—for entering and clearing their vessels. The United States 
ship eperaters pointed out that the services performed by the courtiers mari- 
times could be performed as well by their own offices or branch agencies, and, 
like other foreign operators entering French ports, they were thus put to extra 
expense not borne by French vessels. 

Since the end of the war the Department has sought relief for American ship 
operators from this requirement. The French Government has not been willing 
to remove this requirement, which is of long standing in France, but has agreed 
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to permit branch offices of United States shipping companies to perform the 
Services ordinarily performed by the courtiers maritimes. The Department. is 
continuing its efforts to secure an agreement whereby French ‘agencies repre- 
senting American shipping companies may also be permitted to perform these 
services, and thereby entirely relieve United States ship operators of this extra 
expense. 


ITALY 


Recently the Department has received complaints from an American shipping 
company arising out of the employment of Italian tramp vessels to transport 
Italian cotton purchases. These vessels accept freight payment in lire and at 
lower rates. This American company fears further developments along this 
line will make it impossible for it to compete inasmuch as it cannot eonvert into 
dollars any lire which it might accept. 

The Department has investigated the situation and found that the situation 
apparently is not the result of Italian exchange regulations, which appear to give 
the United States lines. opportunity to compete inasmuch as it is possible for an 
Italian importer to obtain dollars to cover freight payments. Therefore, there 
does not appear to be a basis for making official representations. The Depart- 
ment is continuing to study the matter. 


SoutTH AFRICA 


The South African discrimination which was referred to in committee hear- 
ings previously has been settled satisfactorily. 

In 1948 American shipping interests brought to the attention of the Depart- 
ment the adverse effect on them of import controls imposed by the South African 
Government. It had developed that importers, desiring to conserve dollar 
exchange granted them by their Government, were specifying shipment on 
vessels which would transport the goods for currency other than dollars, thus 
making it practically impossible for American ships to compete. 

Following representations to, and extended discussions with, South African 
authorities, the South African Government changed its exchange regulations 
to provide that shipping charges were to be deducted from exchange quotas, 
in connection with imports of nonsterling origin, regardless of currency in 
which the charges were paid. This action placed American shipping in a 
competitive position. 


SPAIN 


For several years Spanish exchange regulations have made it extremely 
difficult for United States shipping to compete in passenger or cargo trade with 
Spain. While Spanish vessels have been permitted to collect freight on ship- 
ments from the United States in pesetas, United States ships, in accordance 
with Spanish regulations, are obliged to collect in the currency of the country 
of precedence; i. e., dollars. As Spanish importers are rarely allocated dollars 
by the Spanish Foreign Exchange Institute for payment of ocean freight, they 
are obliged to ship in Spanish vessels. United States shipping companies cannot 
use the pesetas they collect for administrative and port expenses in Spain but 
are required to exchange dollars for this purpose. Spanish companies, however, 
are permitted to use their freight and passenger collections for these expenses. 
United States shipping companies cannot sell passages from Spain to Spanish 
nationals in pesetas, although Spanish ships are permitted to do so. United 
States shipping companies have complained to the Department from time to 
time concerning these discriminations. 

The United States Embassy has been actively pursuing this matter with the 
Spanish authorities for some time without result. Last year the question was 
discussed between Spanish authorities and the Maritime Administration in con- 
nection with the carriage of goods purchased with the proceeds of an Export- 
Import Bank loan, and this was followed up in Madrid by the American Embassy. 
To date, however, the situation has not been cleared up. 


Eeypr SHIPPING DISCRIMINATIONS 


As an example of preventive action, the Department learned in 1950 that meas- 
ures were under consideration in Egypt which might result in discriminatory 
preferences being accorded Egyptian vessels in connection with the issuance of 
import licenses, with the view to requiring carriage of up to 40 percent of Egyptian 
foreign trade in Egyptian ships. 
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After consultation with the Maritime Administration, the Department in- 
structed the American Embassy at Cairo as to the views of the United States in 
opposition to such preferences, with the view to having this position brought to 
the attention of the appropriate Egyptian officials. Thus far the measures which 
were under discussion at that time have not been adopted. 


TURKEY SHIPPING DISCRIMINATIONS 


A complaint was received from a United States shipping company to the effect 
that the Turkish Government was discriminating in favor of a foreign line, in 
that such line was permitted to sell passages for Turkish pounds, a privileg' 
which was not being accorded other foreign lines. 

As a result of representations made by the United States Government, the 
discrimination was removed and the American line placed on an equal footing 
with its competitors. 


PORTUGUESE BAst AFRICA 


Serious congestion at the port of Beira, Portuguese East Africa, from time to 
time during the last few years has presented a problem to the American shipping 
lines serving that port. The Department of State was successful for a period of 
time in obtaining prompt berthing and dispatch for American vessels calling at 
the port of Beira to load strategic materials for the United States. In early 1951, 
following negotiations between the Portuguese and the British, all vessels calling 
at Beira were placed on a first-come, first-served basis and machinery was estab- 
lished for the purpose of controlling the movement of imports through the port. 
Complaints from the American shipping lines to the effect that this control would 
constitute discrimination against American exporting and shipping lines were 
received by the Department of State. The Department made known to the other 
governments concerned that, while the United States Government and shipping 
lines were willing to cooperate with the BIAC (Beira Imports Advisory Commit- 
tee at Salisbury, Southern Rhodesia) in the interests of relieving congestion at 
Beira, the United States Government could not agree to any measures which 
would in effect be discriminatory and would, therefore, reserve its position on the 
matter. The American consul general at Salisbury has been sitting at the meet- 
ings of the BIAC as an observer, and the Department, the Maritime Administra- 
tion, and the shipping lines have been closely following developments. Although 
the port of Beira has once more become congested, the American lines have to 
date registered no further protect with the Department. 


KeENYA CoLony, BritisH East AFRICA 


Congestion at the port of Mombasa in Kenya Colony, British East Africa, has 
been a matter of serious concern to the American shipping lines, the Maritime 
Administration, and the Department of State. At the suggestion of the American 
lines, the Department has expressed its concern over the situation to the British 
East Afriean authorities and has actively lent support to the American lines in 
their negotiations with these authorities with a view to improving the situation. 

Senator Magnuson. I am not going to quarrel with the State De- 
partment, nor am I going to have any blanket indictment of the efforts 
of the State Department in these cases. I cannot quite agree with 
your general statement. 1 do not say this to you because you are new 
down there—your general statement that the State Department has 
been as enthusiastic about American merchant marine as they should 
have been. Many of our problems have not, in my opinion, received 
sympathetic action in the State Department. That is not a blanket 
indictment. There has been a school of thought for many years in 
the State Department that has been working adversely toward the 
continuation of an adequate American merchant marine. <A lot of that 
has been, even with some of our representatives abroad, based upon 
the theory that they say that when countries more dependent upon 
maritime, such as some of these other countries are, that maybe we 
ought to give way to them. 
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Our problem has been the problem of trying to keep an adequate 
American merchant marine, because we did have a sad experience 
when we did not do it between World War I and World War II, so 
that it cost us all kinds of money and effort to build it back when we 
needed it. 

On these particular matters, I say that I have not read this report 
as to what has been done and I do not think we should discuss it in 
detail here because the thing will speak for itself, but I do want to 
ask you this question, as a matter of policy. 

You get these complaints, and it will probably state in your report 
here that you take them up with, say, the Argentine, and then you get 
another complaint about some discriminatory practice, say, in Italy, 
and then you take it up through our Ambassador in Italy, and then 
something else arises someplace else. It is just a continuation of these 
things. 

It seems to me, although we have made some progress, that I want 
to ask you this: We have just as many as we have always had ? 

Mr. Linper. It is not my impression, Mr. Chairman, that we have 
as many as we have always had. I have no evidence which would 
seem to indicate that things cured recur regularly, so that we have to 
cure the patient three or four times. Therefore, I should think that 
the process of persuasion and cure was one which we could expect to 
improve the situation as a whole. 

Senator Magnuson. I agree that the currency problem is a broad 
one which involves not only shipping but many other things. 

Mr. Linper. That is quite true. 

Senator Magnuson. And I think there has been general interna- 
tional progress toward the cure of that, but Iam wondering if because 
of the fact that so many of these new countries are coming into the 
merchant marine and so many of these things occur all over and the 
approach to the Argentine is different than the approach in Italy and 
Ecuador we should—that is, if the State Department should—not take 
some initiative right now to see if we cannot get together in some 
kind of international agreement for some fair rules of the game, 
insofar as ports and discriminations are concerned, which would apply 
to everybody. That would save you from taking this complaint and 
going down here, and this one and going over here, and another one 
that arises over here, if we have rules. We have rules on everything 
else. We have rules on international aircraft. 

Mr. Linper. Mr. Chairman, I would say that is most interesting as 
a thought. And I would, also, say that anything that would result, 
as you say, from our running here and running there, trying to put 
out fires, was highly to be desired. 

I would just like to point out—and I am just thinking off the top 
of my head, because I had not heard that suggestion until you made 
it to Admiral Cochrane a moment ago, that, first, we are constantly 
trying to negotiate friendship, commerce, and navigation treaties, 
country by country. To the extent that we have been successful in 
negotiating any recent ones—that is, let us say, surely, during the post- 
war period and for maybe quite a few years preceding the war—I do 
not think we had these problems. 

These problems arise in countries where they are not particularly 
happy about negotiating such a treaty with us. If one assumes that 
an international conference of the kind that you speak of is called, and 
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if it is sponsored by the Government of the United States, of course, 
its success or failure adds to or detracts from the prestige of the United 
States. I mean that must be recognized. It is something that is quite 
obvious in international dealings. 

I am just wondering whether one can expect a greater result arising 
from or derived from a round table of that variety than from the 
patient process of trying to negotiate this in terms of intergovern- 
mental relations through a treaty relationship as we have been trying 
to do up to now. 

I would certainly like to give it or have the Department give it 
its most serious consideration, because if it was felt that a substan- 
tial degree of progress could be achieved that way we certainly want 
very much to eliminate the discriminations. We certainly want very 
much to put American shipping on as fair a competitive basis as it 
possibly can be put. 

Whether that is the method that is most likely to breed that result 
or not I would not like to say at this moment, although I am inclined 
to think there is a great deal of merit to be argued. 

Senator Magnuson. I would not want you to commit yourself on it, 
but it seems to me that we do it on everything else. We have ap- 
proached all of our other problems, discriminatory and otherwise, as 
they relate to other forms of transportation, as they relate to many 
other things, not only on a unilateral basis but on an attempt to get a 
broad general agr eement with many nations. 

We have done it in the United Nations with eve rything from opium 
to wheat 

We , no trouble after World War II, when we branched out into 
the international air field. We have it there. 

Mr. Linper. That has not exactly eliminated the necessity for 
patching here and fixing there. 

Senator Magnuson. Once in a while, but nothing comparable to 
these matters. Here we try and take each little complaint and try to 
correct that complaint, and while we are putting out that fire another 
one starts over here. 

I am just wondering if we cannot achieve that. Maybe we will not 
get everything that we want, but you could have some international 
port rules. It seems to me that would be simple, to concoct a group of 
international port rules that all of these nations could agree to, which 
would eliminate a great number of these things, some minor irritations 
that are discriminatory and some of great importance. Because, as 
this affects the economy of our merchant marine, it has the double- 
barreled effect on the American taxpayer, because under the 1936 act 
you have to pay more subsidies. 

Mr. Linper. It is a difficult problem. I just would like to point out 
that many of these countries resort to these rules, even though they 
cannot defend them in principle largely because they are unwilling or 
do not feel that they can afford or do not feel that it is politically 
feasible within their own countries to go in for the kind of over-all 
subsidization which the United States has gone in for. And, there- 
fore, I think irrespective of how fair these rules may seem, whether 
or not an international convention could be obtained which would in a 
large measure improve the situation I think remains a question. And 
whether our bargaining position may not be a great deal better country 
by country than incident to one of those conferences. 
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Senator Magnuson. Their subsidies to their merchant marine in 
these countries takes the nature of not doing it the same way that we 
define subsidies, but it is subsidy in the sense that all of them have 
greater grants to their merc hant marine in effect than we have tax- 
wise and in m: uny other things. So that I think they could point out 
to their own people that it would save them. 

Let me ok you another question. What do you think should be 
done about ‘this nationalistic approach of other countries which I can- 
not quarrel with anyone being nationalistic, or trying to build up their 
merchant marine by almost in effect, through various means, tuicing 
most of their cargo, if they have the bottoms, into their own ships. 
The only effect of that can be that we will have to abandon the 50 
percent and do the same thing ourselves. And that woud be retalia- 
tory and disastrous all the way around. 

Mr. Linper. You know, sir, how basic it is to the United States 
commercial policy that there should be free competition wherever there 
‘an possibly be free competition. So I do not think I need answer 
the question very much further than that. 

I do not see what we can do diplomatically either in an international 
conference or in direct negotiation in respect of a particular country 
that is buying as a country. I mean, where the country is honestly 
the purchaser, insisting that its goods will be carried in its own bot- 
toms. 

On the other hand, when you have a situation such as was described 
this morning where commercial operations are dressed up in such a 
manner so that they appear to be governmental, I do not think you 
will find us unwilling to protest and protest very vigorously and use 
such diplomatic weapons as we have in our pockets in order to correct 
those things. 

Senator Magnuson. My fear is that if this continues, if we do not 
get some of these things straightened around that the Congress of 
the United States will take retaliatory action which they can in many 
ways, which puts us further apart in international maritime matters. 

I recall when I offered the amendment for 50-50 on ECA several 
United States Senators said, “Why 50 percent? Why not make it 
100 percent? We are paying for it. It is our ships, our goods.” And 
that school of thought would end up being disastrous, too. 

Mr. Lunper. I think it would be most unfortunate. 

Senator Magnuson. But if this keeps up you are going to force 
us to retaliatory measures. I am not complaining about the State 
Department or any individual down there. I think that within your 
State Department method you have done the best you can do. 

Mr. Lryper. I would like to know what that means, Senator. 

Senator Magnuson. But if you were to ask me, I would be a little 
more hard-boiled about these shipping matters with these other coun- 
tries. I would not just send them a note and get a “No” for an answer, 
and say, “We called it to their attention.” 

Mr. Linper. I do not think that the facts will bear out that we just 
sent them a note and have gotten “No” for an answer and just called 
it to their attention. But I hope you will understand, sir, as I am 
sure you do, that the number of matters that the State Department 
necessarily has to handle with any particular foreign government is 
very great. We are the representatives of the cotton shippers as well 
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as the representatives of the shipowners and the operators of ships. 
We are the representatives of the machine manufacturers; and we 
are concerned about getting primary raw materials from many of 
these countries which we badly need for our own defense effort. 

Senator Macnuson. I appreciate that. 

Mr. Linper. All of those things, I think, militate sometimes for 
and sometimes against getting a particular thing that you would like 
to get through. 

Senator Magnuson. I appreciae that. 

Mr. Linper. I assure you that we are not less assiduous about this 
than we are about any other job that we see that we have to do. I 
think when you see this cable that I referred to, I am sure you will 
have a very good, strong impression that that is not an overstatement 
on my part. 

Senator Magnuson. I appreciate that we have many economic 
problems in negotiating with thesé other countries or in our inter- 
course with other countries, but I still think that the question of mari- 
time and shipping has never received in the State Department the 
priority that it deserves in those negotiations. We deal with other 
countries who have men on cabinet levels handling their shipping 
and we do not have that. I have always advocated that we have 
someone on a real policy level on the Maritime and State Depart- 
ment on shipping high up, because it has been mixed up with many 
other problems, and “they are real problems. I am not unconscious 
of that fact; but I think sometimes in these cases that the energies 
of the State Department in ironing out problems with other countries 
in relation to many things, that shipping has sometimes been lost in 
the shuffle. 

Mr. Lanpver. I would just like to say 

Senator Maenuson. That is my personal opinion from long experi- 
ence with them. 

Mr. Linper. If you will permit me to say for the record, sir, in my 
limited experience of a year in the Department I have seen no evidence, 
in fact I have seen contrary evidence that the senior policy officers of 
the Department are as concerned about the shipping problem and 
have it brought to their attention as frequently as they have any 
other aspect of the economic relationships between the United States 
and any foreign government. 

I would say ‘that the Secretary of State has as frequently had oce 
sion to learn about a shipping problem as he had about an aviation 
problem or a telecommunication problem or a copper-export problem 
or a tungsten-import problem or whatever.the economic problems that 
this Government is concerned with in its relations with foreign coun- 
tries. Shipping has not been subordinated. 

Senator Magnuson. You have been there 1 year. 

Mr. Linper. And maybe something has happened. 

Senator Magnuson. And maybe something has h: appened since that 
time. I hope that that is still true, and that that will continue. 

I leave the suggestion for you people to explore it. It seems to me 
we could get a lot done on many of these things from little minor 
irritations up to some of these very important things that affect the 
economy of our merchant marine m some international rules of the 
game. 
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Mr. Lixper. You may be certain, Mr. Chairman, that it will receive 
our very serious consideration. 

Senator Magnuson. There is no other activity—it is the one activity 
in which we do not have it. We haye unilateral conferences and agree- 
ments, but something is always happening that brings another dis- 
crimination to light. 

We have discussed unreasonable diversion of commercial cargoes 
to national-line vessels. You say that satisfactory results have been 
obtained in our negotiations with Chile. It was not mentioned this 
morning. Is that another problem of discrimination that you have 
in your record here? 

Mr. Linper. I am sure we have it in the record, sir. 

Senator Magnuson. Do you have any knowledge with regard to any 
tie-in sales by some of these countries, particularly the Argentine? 

Mr. Luyper. I do not think I know enough abaut them, Mr. Chair- 
man, to talk about them personally, but I would be glad to find out 
any particular question and see whether we have any in the Depart- 
ment. They have not been part of my personal consciousness. 

Senator Magnuson. I say the whole point is that we have got to 
straighten these matters out, because if we do not get them straigtened 
the only place that we can look to is a vigorous attitude on the part of 
the State Department on all of these matters, and a vigorous attitude 
which is separately devoted to the merchant marine and not a tie-in 
with other problems with these countries, because it is a specific prob- 
lem and it is costing the taxpayers a lot of money. And because we 
did not do it in the twenties, why, I do not know how many billions it 
cost us to build this merchant marine up for World War II. 

Thank you very much. 

Mr. Linver. Thank you, sir. 

Senator Magnuson. This morning I referred to a letter that I wrote 
the State Department, and there is an answer to it on the Argentine 
situation, a reply to me from the Assistant Secretary of State, and my 
letter in August was to him. I will place those in the record at this 
point. 

(The letters dated August 28 and October 9, 1951, are as follows:) 

Aveust 28, 1951. 
Hon. DEAN ACHESON, 
Secretary of State, 
Department of State, Washington, D. C. 

Dear SecRETARY ACHESON: Our attention has been directed to a disquieting 
situation existing in our trade relations with the Argentine Republic. 1 pro- 
moting the rapid establishment of a state-controlled merchant fleet, the Argen- 
tine Government has instituted in recent years numerous discriminatory ship- 
ping practices which work to the extreme disadvantage of the United States 
merchant marine. 

These discriminatory practices greatly hinder the normal operations of 
United States-flag merchant vessels and range from such relatively minor re- 
strictions as higher pilotage charges, higher entrance, light, health, and dock 
dues, and berthing priorities to the unconscionable commercial agreements where- 
in the trade between our two countries is allotted preferentially to ships of the 
Argentine flag. 

The export and import trade from and into the Argentine is completely con- 
trolled through the medium of the Central Bank, which has the power to de- 
termine the exchange rate which will be used on the various types of com- 
modities for export and also the assurances of dollar exchange necessary to make 
purchases for imports. Further, the merchant can only export and import after 
obtaining export and import licenses from the Central Bank. I have been ad- 
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vised that not only does the Central Bank recommend that shipments be made 
on Argentine-flag vessels but, in a great number of cases, letters of credit stipu- 
late Argentine-flag line. The full power of the Argentine Government, through 
its Central Bank, is brought to bear on the exporters and importers, resulting 
in all large round-lot movements of cargo being earmarked for Argentine-flag 
vessels, the American-flag ships being left-with such small shipments which col- 
lectively are sizable but individually are apparently too insignificant for the 
Central Bank to issue definite instructions on. It is fair to say that for the past 6 
months or more all Argentine-flag vessels sailing from the United States to 
Argentina have been comparatively full, with the result that the cargo the United 
States-flag vessels have been able to obtain is cargo the former could not carry. 
The fear is that should the trade to Argentina slacken, and there be empty space 
on their vessels, additional pressure would be brough to bear on the smaller im- 
porters, with the result that we would further lose ground in the American-flag 
carryings to the Argentine. 

Agreement on the part of the United States exporters to trade stipulations 
expressly in favor of Argentine-flag vessels in the movements of good to Argen- 
tina has not been voluntary. Our exporters must consider not only their hard- 
won markets but also their large investments in Argentina. In the interest of 
safeguarding their investments and rather than prejudice their current trade 
transactions, they acquiesce, although reluctantly, to terms allowing Argentine- 
flag vessels first priority carriage of the trade. 

It is our understanding that the Argentine Government attempts to justify 
its coercive shipping policies as a consequence of its inability to supply dollars 
for the transportation of its imports. ‘his, even if it were true, does not con- 
stitute sufficient cause for the harsh discrimination United States shippers and 
American-flag vessels must suffer. In the current year, Argentina has attuined 
a surplus on trade with the United States which should provide sufficient dollars 
to cover relatively minor shipping charges. 

During World War II, Argentina built up substantial reserves of gold and 
foreign exchange through the high prices she charged for her beef, wool, wheat, 
and other products. According to published statistics, these liquid holdings 
totaled $1,663 million in 1945 and $1,696 million in 1946; normal holdings of 
gold and foreign exchange in the immediate prewar vears averaged less than 
one-third of these amounts. 

What happened to this great gold and foreign-exchange reserve that could 
have forced Argentina within a few years to request a loan of the United States 
to assist in the liquidation of outstanding dollar debts? 

President Peron in a recent lecture on economic independence, as reported in 
the Argentinian press, has supplied the answer to this intriguing question. “We 
exchanged the gold for ships. When those ships started to operate, in three 
voyages they brought back all the gold that they cost * * * and during the 
remainder of their voyages they brought back their cost in gold every three 
voyages,” explains President Peron. 

It would appear from this that the deliberate policy of the Argentine Govern- 
ment, now that it has succeeded its seagoing fleet from less than 200,000 tons 
of old ships in 1946 to approximately 1,000,000 tons at present, is to keep these 
vessels gainfully employed at any cost irrespective of the resultant confusion and 
disruption to the traditional movement of United States merchant vessels in the 
North-South American trade 

In addition to granting Argentine banks an Export-Import Bank credit of 
$125,0Q0,000 in early 1950 for the payment of dollar obligations, the United States 
Government also allowed Argentine nationals to purchase 24 seagoing vessels 
at bargain prices under the Merchant Ship Sales Act of 1946. 

The Government of Argentina apparently considers it proper to repay us by 
severely limiting the use of United States-iflag merchant vessels in the Argentine 
trade. This action conflicts squarely with the repeated maritime-policy decla- 
rations by Congress that a fair percentage (50 percent being acceptable) of 
United States exports and imports should move on American-flag vessels. 

As chairman of the Subcommittee on Merchant Marine and Maritime Mat- 
ters of the Senate Interstate and Foreign Commerce Committee, 1 would appre- 
ciate being advised what action, if any, is contemplated or what action has been 
initiated by the State Department toward alleviating the discriminatory prac- 
tices outlined above. In addition, I should also be grateful if the State Depart- 
ment will keep me informed of any future loan applications made by the 
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Argentine Government to any United States department or agency. The cooper- 
ation of the State Department in this matter will be greatly appreciated. 
Kindest personal regards. 
Sincerely, 
WarrREN G. MAGNuSON, 
United States Senator. 


DEPARTMENT OF STATE, 


Washington, August 31, 1951. 
Hon. WARREN G. MAGNUSON, 


United States Senate. 


My Dear SENATOR MAGNUSON: I wish to acknowledge receipt of your letter 
of August 28, 1951, regarding the discriminations practiced by the Government 
of Argentina to the detriment of United States shipping interests. 

The questions raised by your letter are receiving careful study, and a full 
report will be made to you within a few days. 

Sincerely yours, 

Jack K. McFAtt, 
Assistant Secretary. 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, October 9, 1951. 
Hon. WARREN G. MAGNUSON, 
United States Senate. 


My DEAR SENATOR MAGNUSON: Reference is made to your letter of August 28, 
1951, and to the Department’s acknowledgment of August 31, 1951, regarding 
discriminatory practices of the Argentine Government and their effect on United 
States shipping. 

For some time the Department has been concerned with nationalistic tendencies 
and preferential actions of the Argentine Government which have worked to 
the detriment of United States shipping interests in the Argentine-United States 
trade. Working in cooperation with the Maritime Administration and United 
States shipping interests, the Department has endeavored to find satisfactory 
solutions to the problems raised by these actions. The only satisfactory result 
thus far has been in the negotiation of a United States-Argentine agreement 
for the relief from double taxation of earnings derived from the operation 
of ships and aircraft, signed July 20, 1950. 

While discriminatory practices by the Argentine Government in terms of 
higher pilotage and other charges against foreign vessels and preferential berth- 
ing arrangements for Argentine vessels are, as indicated in your letter, relatively 
minor in that they do not directly affect the routing of cargo, they constitute a 
divergence from reciprocal international maritime practice among maritime 
nations. With regard to these minor discriminations, the Department is of the 
opinion that most, if not all, of the Argentine practices referred to are in vio- 
lation of the Treaty of Amity, Commerce, and Navigation between the United 
States and Argentina of 1853. The Department withheld representations on 
these points because it had been expected that it might be possible to negotiate 
a new treaty which would give the United States broader rights. While it now 
has been fairly well established that broader treaty protection in the shipping 
field cannot be obtained, there is, nevertheless, some reason to believe that these 
discriminations will be eliminated. The Department will not fail to follow this 
matter closely. - 

The actions of the Argentine Government which appear to have most seriously 
affected American shipping interests are those which have, directly or indirectly, 
forced the movement of an increasing amount of cargo in Argentine vessels. 
Such actions are also the more difficult to combat, as there are no treaty rights 
upon which to rest argument. These questions have, from time to time, been 
discussed with officials of the Argentine Government without favorable result. 
Also, earlier this year oflicials of a United States shipping company went to 
Argentina to discuss the situation with Argentine shipping interests. An officer 
of the Department accompanied this group for the purpose of rendering all pos- 
sible assistance in working out these problems. In response to the objections of 
the United States interests to the Argentine decree requiring that all imports 
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consigned to any Government entity must move exclusively in Argentine ships, 
the Argentine shipping interests stated that this was necessary for the purpose 
of building up the Argentine fleet to the avowed objective of having a merchant 
marine capable of handling at least one-half of all imports and exports, and to 
conserve foreign exchange, particularly dollars. The Argentine interests also 
pointed to United States laws according preference to ships of United States 
registry as an example not inconsistent with their own policies in their attempt 
to develop an Argentine merchant marine. 

To the extent that the policy of the Argentine Government in this regard 
relates to Government-owned or financed eargo, it does not differ in principle 
from the policy of the United States, as expressed in the act of April 28, 1904, 
Public Resolution 17, Seventy-third Congress, and the shipping provision of the 
various foreign-aid acts. There is, however, a considerable difference in the 
degree and method of application. Also, so far as the Department is aware, 
United States shipping in the Argentine trade receives no benefit from our own 
preferential policies. 

An example of Argentine Government preferential policy with respect to the 
movement of imports from the United States occurred during the visit to Ar- 
gentina of the United States shipping group mentioned above. In purchase con- 
tracts tendered United States farm-implement manufacturers there was included 
a provision for the movement of the traffic by Argentine vessels. At that time 
the United States Embassy in Buenos Aires, acting under instructions from the 
Department, formally protested to the Argentine Government the inelusion of 
such a provision in the contract. The local representatives of the United States 
manufacturers, however, deemed it necessary in the interests of securing the 
business to sign the contract with the preferential shipping provision included. 

With reference to the $125 million credit extended to a consortium of Argen- 
tine banks May 17, 1950, it should be noted that this credit was quite different 
from the usual type of loans made for a specific project. This loan was made 
to restore Argentine credit and to reestablish normal trade between the United 
States and Argentina. Restoration of Argentine-United States commercial re- 
lations to a more normal situation required a more rapid liquidation of the com- 
mercial arrears than Argentina was able to accomplish even though it was al- 
lotting 30 percent of its dollar earnings for this purpose. The credit of $125 
million was made for the purpose of resolving the above-mentioned commercial 
objective. Had this loan been made for the purchase of specific goods in the 
United States any cargo deriving therefrom would have been subject to the 
provisions of Public Resolution 17, Seventy-third Congress. As you, of course, 
are aware, application for loans made by foreign governments are normally made 
directly to the lending agencies. In cases of loans made for specific purchases in 
the United States, again the provisions of Public Resolution 17, Seventy-third 
Congress are applicable. 

The shipping problems between the United States and Argentina are complex 
ones, and their solution is not easy. The Department is unaware of any direct 
method available to the United States for solving most of these problems in the 
absence of treaty provisions covering them. However, the Department will 
continue, through diplomatic channels, and in consultation with the Maritime 
Administration and industry representatives, to use any such methods as may 
become available for the solution of these problems. 

Sincerely yours, 
JAcK K. McFAtt, 
Assistant Secretary 
(For the Secretary of State). 

Senator Macnuson. I think that we ought to put in the record, too, 
here at this point the number of ships that we sold to the Argentine, 
which number totals 24, 16 alone to the Dondera Line; Brazil, 12 
ships. 

ry . ° 

Those are all of the witnesses that we have listed on the matter of 
discrimination. Does anyone else in the audience wish to be heard 
on the matter? 

_Mr. Brent. First as to the treaty, in my judgment, they take a long 
time and accomplish little. 
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Another thing has to do with the percentage division. Our Mer- 
chant Marine Act says that the United States should have a fleet 
capable of carrying a ‘substantial portion of the exports and imports 
of the United States. It states no proportion, no percentage. And, 
if there is anything that we should avoid outside of possibly a law 
giving away millions of dollars of our business, it would be a per- 
centage division. 

I make that pretty clear in this: that we have a service to the east 
coast of South America which by its strength and against all compe- 
tition brings to us 75 percent, year in and - year out, “of the Brazilian 
coffee that comes to the Gulf, and it is wholly due to the fact that we 
have service and sailings enough to attract it. If you cut us down toa 
50-50 division with somebody that we do not know, it will mean simply 
that we have to reduce our service. That does not do the United States 
one bit of good. 

While we get 75 percent of the Brazilian coffee as shown here, we 
are only getting a small proportion of the Argentine goods. 

In the ‘aggregate, I think it is very bad polices y to try to talk about 
50-50 divisions or any other kind of divisions, except a reasonable and 
substantial apportionment of the exports and imports received through 
treaty and unaided competition. 

Senator Magnuson. Thank you, Mr. Brent. 

That concludes the witnesses we have here today on that subject. 

(Whereupon, at 3:50 p. m., the subcommittee proceed to the con- 
sideration of other matters.) 


x 


